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White sidewall tires and wheel discs available on all models at extra cost 
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NEW 1990 STUDEBAKER 


ails breeds success! The car that led 
in modern design now moves still more spec- 


tacularly out ahead! 

The new 1950 Studebaker is here—and you 
can see at a glance that it’s America’s “next 
look” in cars. 

Here’s the dramatic and unexpected sequel 
to the tremendously popular “new look” in 
cars that Studebaker originated three years 
ago. 

Here’s a truly inspired 1950 Studebaker— 
dynamiéally new in form and substance— 
America’s most advanced new car —styled 
ahead and engineered ahead for years to come. 


Paced by a breath-taking new Studebaker 
Champion in the low-price field, this is a 
complete line of completely new 1950 Stude- 
bakers. 

Each one is increased in wheelbase length 
and over all length—thrill-packed with the 
new performance of higher compression 
power—comfort-cushioned with self-stabiliz- 
ing new Studebaker coil springs. 

Discriminating America is giving the 1950 
Studebaker an enthusiastic welcome. Stop 
in at a nearby Studebaker showroom. See the 
1950 Studebaker — the “‘next look” in cars! 


©1949, The Studebaker Corporation, South Bend 27, Indiana, U. S, A, 














Bright spot 


N A WORLD rotting away with socialism 
I and its destruction of property, profit and 
hope, it is good to know that America is 
still the land of opportunity for a man who 


is determined to make it so. 


The newspapers told the story. A former 
prisoner of the Nazis came to America in 
1947, penniless. In two years, on borrowed 
capital, he has built a business of about a 


million a year with a profit the first year of 
more than $25,000. 


That’s the sort of thing that built Amer- 
ica. As long as a determined man can make it 
happen again, we refuse to believe America 
must join the rest of the world in the bleak, 
hopeless poverty of communism. So hadn't 
we all better do everything we can to help 


make it happen here as often as possible? 


“WARNER 
& 


SWASEY 


1 Co Cod ob bet =IN Mole) C= 
Cleveland 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 
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Since the war, Westinghouse 
has scored 35 firsts 


in producing new and 
improved light sources 
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TIMES AS LONG! 


ee - YET COST NO MORE! 





a 
SAVE THIS — one lamp now lasts 
as long as 3. 
(a 


LAMP COSTS 


TIME SPENT REPLACING BURNED OUT LAMPS 
——_ 


SAVE THIS — lamps need be re- 
placed only % as often. 


























Now Westinghouse fluorescent lamps will last 214 Since then they have been under strenuous life tests 
years in average store installations . . . 3 years in —tests that cannot be hurried. Now the results are 
average one-shift office or factory installations. in and they prove that Westinghouse lamps last three 
This amazing increase in life was engineered into times as long as before! Lamp Division, Westinghouse 
Westinghouse fluorescent lamps many months ago. Electric Corporation, Bloomfield, New Jersey. 
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News within the News 








CRITICAL TIME FOR A-BOMB WORLD—Dr. R. E. Lapp, an expert on military uses 
of atomic energy, tells in an interview what to expect now that Russia is in on 


the secret of the atomic bomb................. 


tpbsspiteteceess otasaseéasvsdostsnoon to oscdbasscentcotsatee FP. 16 


VALUE OF FACT-FINDING BOARDS—Judge Samuel I. Rosenman, member of the 
President's Steel Industry Board and a veteran trouble shooter for Government, 
tells here, in a U.S. News & World Report interview, how he believes collec- 
tive bargaining can be aided by neutral fact-finding group6...............:000+ P. 34 


RUSSIA GETS ATOM SECRET........ P. 13 
U.S. still keeps the atomic upper hand, 
even though Russia has the bomb secret. 
Soviet Government is four years behind, 
but danger of atomic war on U.S. cities 
now exists. Best defense measures are out- 
lined in this article. 


PRICES TURN DOWN AGAIN........ P. 20 
Your cost of living—and of doing business 
—is due to come down again. Wholesale 
prices, on the upgrade since midsummer, 
have turned downward, partly as a result 
of devaluation abroad. This article shows 
where the cuts are being made. 


WHAT DEVALUATION MEANS......P. 21 
You are almost certain to be affected, 
sooner or later, by the recent devaluation 
of most of the world’s currencies. Just 
how that rejuggling of currency can be 
reflected in your income, your cost of liv- 
ing, or your job is shown, by practical ex- 
amples, in this down-to-earth article. 


HOW DEVALUATION FEELS.......... °. 23 
What it’s like to have your currency sud- 
denly devalued is told here from a world- 
wide U. S. News & World Report survey. 
Most workers abroad are worried about a 
rise in their cost of living. Some business- 
men are relieved, others see serious trou- 
ble ahead. Statesmen face some difficul- 
ties in their countries, and everybody is a 
little puzzled about the future. 


BIGGER, BETTER PENSIONG........ P. 29 
Pressure for more and bigger pensions is 
coming from all sides. Plans in Congress 


are to make 1950 “Social Security year.” 
Here’s the outlook, with examples of how 
you may fare under plans now being 
pushed. 


PEOPLE EAGER FOR HOUSES........P. 33 
Demand for new houses appears to be just 
as strong as ever. A Federal Reserve 
Board survey shows that 10 million 
United States families plan to buy or 
build in the next five years. That alone 
would keep the postwar housing boom 
going at full tilt at least through 1953. 
And, in addition, new families are to be 
formed in that period, increasing further 
the demand for houses. 
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PUMA WEEK cescicsexcncctoatsscskclcssbsscaceseed 54 
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COVER: Members of the President’s Steel 
Industry Board. See page 34. (Photograph 
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THE CIRCUS! The thrill of thrills 
for 138 orphans and the telephone 
girls who made it all possible 


Ws there ever such happiness for a 
group of eager, excited youngsters as that 
day at the circus! 

It all started with the telephone girls 
who had taken gifts to the orphanage at 
Christmas. Someone said it would be nice to 
take three or four of the kids to the circus. 

The idea spread and all the girls began 
chipping in. Soon there was money enough 
to take not just three or four but 138! 

It was a wondrous day and when it was 
over it was difficult to say who was happier 
—the young sleepyheads going home on the 
buses or those who made it all possible. 

We mention this because it tells a great 
deal about the kind of people in the tele- 
phone business. They try to be good neigh- 
bors and good citizens, as well as good 
Emmett Kelly, the famous clown, and a youth- telephone people. 
ful admirer at the Ringling Bros. and Barnum The very nature of telephone work brings 
& Bailey Circus in Madison Square Garden. them close to the lives and the problems 
and the emergencies of many people. Their 
; spirit of helpfulness and service extends to 

. many activities beyond the job. 
( BB BELL TELEPHONE SYSTEM It may be a welfare drive. Or being 
. gy ever-ready to lend a hand in worth-while 
community affairs. Or just by helping a 
number of orphaned youngsters have a 
happy day at the circus. 
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50 YOU THINK 
YOURE INSURED... 


“Boiler explosion puts 118 especially 
trained employees out of work and 
stops plant operation. Owner has 
Boiler insurance, but not Business 
Interruption protection. He thought 
he was insured. His loss—$65,573.” 


Don’t Take a Loss 


29 different gaps in coverage can cost 
you money! Don’t risk a loss by thinking 
you’re fully insured. Anow you have full 
insurance protection. Be safe, not sorry. 


See your Amico agent for all casualty, 
property insurance and bonds. AMICO 
is a strong legal reserve company paying 
dividends to policyholders. 


Write for AMICO’S 
valuable new booklet, 
29Gapsin Your Bridge 
to Security, today. It 
may save you money! es 
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AMERICAN Mororists INSURANCE COMPANY | 
i 4760 Sheridan Road ] 

Chicago 40, Illinois | 
] Please mail me my FREE copy of 29 Gaps in I | 
| Your Bridge to Security. i | 
| } 
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——Ilhe March of the News 


HE DREAD SECRET was out at last—two 
soto ahead of time by U.S. reckon- 
ing. Russia, too, could build an atom 
bomb and make it work. The news from 
the White House electrified official Wash- 
ington with the same excitement that ran 
through the city four years ago when the 
bomb burst over Hiroshima. 

The Senate chamber was hushed when 
Senator Brien McMahon (Dem.), of 
Connecticut, read the President’s an- 





—Official U.N. 


DELEGATE VISHINSKY 
...@ note of peace 


nouncement in a low-pitched voice. But, 
in minutes, a confusion of reaction 
bubbled up in the Capitol. Everybody 
seemed to be asking, “What next?” No- 
body knew the answer, for sure. 

Some Congressmen wanted to scrap 
all plans to rearm Europe. Others wanted 
a bigger arms program, and faster. There 
were suggestions that President Truman 
go to Moscow for a talk with Joseph 
Stalin. The idea of the bomb in Russian 
hands was changing .a lot of notions 
about a lot of things, 

The same day that the news came out, 
Russia’s Andrei Vishinsky ayose in the 
United Nations Assembly for his first 
major speech of : ession, but those 
who listened for %ords about Russian 
bombs listened in vafi. In a quiet tone 
that contrasted with earlier speeches, 
Mr. Vishinsky called on the U.S., Brit- 
ain, France and China to join Russia in 
a world peace pact that would outlaw 
atomic weapons. For the first time in 
years, the Russian delegate ended a care- 
fully prepared speech on a note of peace. 


YRUS CHING, the U.S. Government’s 
big, good-natured labor mediator, 
patiently walked to and fro between two 
Washington conference rooms last week. 
His easy manner belied the tension every- 
body felt. With a word here and a ges- 


ture there, Mr. Ching was trying to avert 
a national steel strike—and he wasn’t get. 
ting anywhere. : 

In one ornate chamber of the U,¢. 
Labor Department sat 71 officials of 37 
American steel firms. In another sat a 
dozen steel-union leaders with their presi. 
dent, Philip Murray. The two groups 
were not talking with each other, and un. 
less they started talking a major strike 
seemed certain. 

On the surface, the differences between 
steel management and steelworkers didn’t 
appear insurmountable. The union 
wanted the companies to provic pen- 
sions at company expense. The com- 
panies thought the workers shou!d con- 
tribute. Mr. Ching thought it was as 
simple as a difference “over the meaning 
of words,” so he invited conversation. But 
none came. The silence became ominous. 

Over the big mill towns of the nation 
the clouds of an approaching strike grew 
larger. Steelworkers got out their picket 
gens Picketing instyuotions were issued. 

ome steel plants began banking fires, 
ready to let furnaces cool during a shut- 
down. Industries everywhere anxiously 
checked their steel supplies to see how 
long they could keep going. 

In Washington, the deadlock tightened. 
Pipe-puffing Mediator Ching could walk 
from one group to the other, but he 
couldn’t get them together. Finally Mr. 
Ching put on his hat and went to the 
White House to see the President. 

That seemed to start things moving. 
Mr. Truman called on both sides for one 
more truce and another try at talking. 
Both accepted. The tension snapped. But 
actually, the battle was only half over. 
The start of negotiations did not neces- 
sarily mean a settlement. For the record, 
a strike in steel was postponed, not yet 
called off. But the chances that it would 
be called off were better. 





MEDIATOR CHING 
... a week of tension 
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His day is “time-engineered”— is yours ? 


HIS executive ticks along with 

the clock—never wastes a minute 
—neverwastesa motion. Hecan pack 
twelve hours of work into one eight- 
hour business day. 

How? 

The answer is simply this. He has 
learned the secret of America’s busi- 
ness leaders. He has learned to or- 
ganize time! 

Notice particularly his desk. It has 
been specially “‘time-engineered” by 
Shaw-Walker for just such a job as 
his. As many as 27 improvements 
have gone into its construction— 
each devised to save him precious 
minutes every busy day. 


Only Shaw-Walker could have de- 
signed this ‘executive’ desk, for it 
was born of their fifty years of experi- 
ence serving the “‘time economy”’ of 
American business. 

And there are Shaw- Walker desks, 
files, fireproof cabinets, systems, in- 
dexes and supplies — 4,000 different 


items—each ‘“‘time-engineered” for 

the needs of every job and worker. 
If you are setting up a new busi- 

ness, or merely wish to modernize 


worn, out-dated offices, make sure 
you use Shaw-Walker equipment 
throughout. It will help you make the 
mostof every minute, everyworkingday! 





New, low, comfortable 
height (29”). Puts you on 
top of every job. 


Job-engineered drawer 
space—executive, adminis- 
trative and clerical. 


Concealed, removable 
wastebasket — saves time, 
floor space and litter. 


Center drawer with extra 
compartments— space for 
everything you need at 
your finger tips. 


“Built Like a 
Skyscraper” 








PACKED WITH IDEAS FOR 
STRETCHING OFFICE TIME! 


@ Write for free booklet. Organize now for greater sales 
effort and lower operating cost! A wealth of ideas on ‘“‘time- 
engineered”’ office systems and equipment. 36 pages! Many 
color illustrations! Just off the press! Write today on busi- 
ness letterhead to: Shaw-Walker, Muskegon 2, Michigan. 








GHAW-WALKER 


_7— Convenient provision for 
internal wiring. 


“In,” “Out,”’ and ‘‘Hold’’ 
letter trays inside—confi- 
dential, quick, no desk-top 
clutter. 


Scientific personal file with 
speed guide, dividers— 
saves “‘barrels’”’ of time. 





Largest Exclusive Makers of Office Furniture 
and Filing Equipment in the World 


Executive Offices at Muskegon, Michigan 
Branches and Dealers in All Principal Cities 
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Strenuous exercise, this treading the tricky 
“tight-rope” margin between costs and profits. 
It can take a lot out of a man—and out of his 
business, too, unless he maintains the proper 
balance. 


Complete, up-to-the-minute facts and figures can 
do wonders towards making this margin wide 
enough for firmer footing. 


You need today’s data today to plan successful 
Strategy . . . to make those vital decisions that 
keep your feet on solid ground. 


WHEREVER THERE’S BUSINESS THERE’S 










That’s why it’s so important that you have the 
right figuring and accounting machines—and 
enough machines in your office. 


Modern Burroughs machines will produce the 
facts you need when you need them. Mechanizing 
your office with Burroughs will also help you 
reduce overtime and eliminate the necessity for 
costly temporary help. Why not talk it over with 
your Burroughs man today? Burroughs Adding 
Machine Company, Detroit 32, Michigan. 


THE MARK OF SUPERIORITY 


Burroughs g 

















a 
FROM THE N A 
ears CWsgram | wer 


























24th and N Streets, N.W. 


Jomorrow Washington, D. C. 


U.S. Pat. Of 


War threat can be diminished, not increased, by Russia with the atom. 

Atom war, two-way, isn't something nations will start lightly. 

War talk, threats of war, military claims of what they can do to Russia 
will need to be tempered. Russia soon will be able to talk back. 

Cold war can't be pressed so glibly. Hot war will seem less interesting. 

Agreement, search for a basis of eventual peace, will become much more 
attractive. Name calling, loose talk will become much less desirable. 

World power balance is going to come nearer as Russia builds bombs. U.S., 
more than ever, will need friends abroad. Russia, as much as ever, will try to 
hold her empire together, to build protections. It won't pay for either side to 
push the other side too much, to create alarms, to stir fears that might touch 
off actions. Generals may need to talk less, diplomats more. 





Even so, the odds remain on our side. To see why: 

U.S. enjoys at least a 4-year head start in bomb making. U.S. industry can 
keep far ahead of Russian industry in production of bombs. 

Bombs now being made in U.S. are of advanced type, not primitive. 

Bases open to U.S. are nearer to Russia than Russian bases are to U.S. 

Bombers of U.S. are bigger, longer range than Russian bombers. 

U.S. industry, however, is more concentrated, more integrated, much more 
vulnerable to bomb attack than Russian industry. 

Basically, though: Atom bomb is not a decisive weapon in war. Bombs will 
not destroy Russia and they will not destroy U.S. They're just a means of 
wrecking industry and killing a lot of civilians. Wars still will have to be 
won or lost by armies. U.S. armies might be able, eventually, to reach Russia. 
Russian armies, so long as U.S. controls the seas, could not reach U.S. 

There's no need for people in U.S. to get excited. Russia isn't going to 
Start a fight. U.S., if Russia has the bomb, isn't going to start one, either. 
Preventive-war idea once glibly promoted by the military, is dead. Peace is 
becoming more attractive. War, get tough, is to be less attractive. 

















What's going on in the world, atom included, is moderately favorable, not 
unfavorable. The drift is toward stability, away from uncertainty. 

Money, revalued abroad, has more meaning, more importance, controls less. 
Price will have more to do with the way goods move, special deals less to do. 

Work, competition are to be more important. Aid, doles gradually will be 
less necessary. Nations are cutting loose a bit from U.S. support, are to take 
a chance on trying to earn more of their own way in the world. 

Tariff walls for U.S., in reality, are down. Goods can flow freely. 

It now is to be easier for other countries to sell their goods in U.S. It's 
to be harder, though, for U.S. to sell its goods abroad. U.S. prices, fora 
buyer from Britain, shot up 44 per cent the moment the pound was cut in value. 
They shot up varying amounts for other foreign buyers. Prices abroad, however, 
declined for persons with dollars to spend. 








Search now started is for a world balance in trade. 


ver 
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NEWSGRAM--TOMORROW-~- (Continued) 


The dollar, too much sought after, is made high priced, out of reach. 
Other moneys, overpriced before, are made cheaper, more attractive. 
Buying in U.S. is made almost prohibitive for many people abroad. 
U.S. buying abroad is encouraged. Travel is cheaper. Goods in markets 

abroad often will require fewer dollars to buy. Imports, as a result, are likely 

to go up in physical volume. Exports are likely to go down. 

That's as it should be if the outside world ever is to get its house in 
order, if it ever is to get off the U.S. dole. The search is for a balance of 
trade that makes it possible for goods to move freely, without need for the 
Strict controls that now exist over imports and exchange and travel. There is 
the real start of an effort to get the world back to normal, economically. 














Loss of some U.S. markets abroad won't upset things at home. There will 
be trouble for a few companies, a few industries, but not many. 

U.S. sales abroad account for about 6 per cent of total spending in U.S. Of 
that total, this country gives away about half, or what amounts to 3 per cent of 
spending. The gift portion won't decline. Some of the other will. 

U.S. buys from abroad about 3 per cent of its goods and services. The 
dollar amount of that buying may actually decline somewhat owing to price cuts 
on some foreign goods and services. It will tend to rise over the long run. 

On balance, the export boom will tend to end, but it won't shake business 
in general. Trade abroad, except for a few industries, is marginal trade. Its 
loss will add to available goods on the American market, will put pressure on 
some prices; will tend to be moderately deflationary in some industries. 








Business outlook, over all, is good for last half, 1949, first half, 1950. 

People still have lots of money to spend and are spending it. Credit use 
is rising in business and among consumers. New-house starts are holding high. 
Contract awards for new construction are strong. 

Auto industry is going strong, far beyond the expected time of Slowdown. 
New cars, at moderately lower prices, apparently can go on selling freely. 

Equity markets no longer swoon at any mention of bad news. Businessmen, 
discouraged a while back, are a bit more confident. Business pessimism, it now 
appears, may have been overdone. Ontimism is becoming more fashionable. 

You can find hard-headed analysts, normally given to pessimism, who are 
ready to express the view that the world, with U.S. leading, is getting set for 
a period of sustained good times, in which living standards will rise to new highs. 




















Strikes, and threats of strikes, of course are disturbing. 

A strike in coal, eventually, can tie up the country. A steel strike, if 
one should be prolonged, would slow production, hurt for a time. 

Strikes, however, always come to an end. Strike in coal, to date, is just 
serving to reduce excessive stockpiles, cut worker income somewhat. It gives 
John L. Lewis a chance to do some harder bargaining for a contract. 

Striking, from now on, is to become less and less profitable to workers. 
That is because it is to be more and more difficult to pass on wage increases in 
price rises. Employers are forced to resist additions to costs that make goods 
harder to sell or tend to shift business to competing products. 

The era of successful strikes seems to be nearing its end. 








Atom bombs, more than strikes, pensions, business, will get the attention 
for a time. Russia, with the bomb, gives U.S. something new to think about. 

Spending by Government will be bolstered by that knowledge. Spending on 
arms is to stay high. Arms aid to friends abroad will become popular. 

Air forces are to remain in favor. Arms race is likely to grow unless 
diplomats try to find a basis for talking peace. Peace moves, gradually, are to 
be made with more chance that there can be a basis for bargaining. 

It's doubtful if the world will let itself drift to atomic war. 
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from the clouds } 



















If you'd like to know how really They really absorb road shock. And they 


smooth-riding your car can be with give me longer mileage than other tires.” 
Super-Cushion tires just listen to Ivan R. The Super-Cushion is bigger and softer 
Head, manager of a radio station in ... runs on 24 pounds of air. . . but will 
Santa Fe, N.M.: fit your present wheels! 

“T fly my own plane and, except for an You'll get a softer ride, less wear on 
early morning flight on a calm day, I’ve your car, fewer rattles and repair bills, 
never had a ride as smooth and comfort- greater safety, mileage and blowout re- 
able as the one I get with Super-Cushions. sistance. See your Goodyear dealer today! 


We think you'll like ‘“THE GREATEST STORY EVER TOLD“— 
every Sunday — ABC Network 
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“Were sadsing our kids 
in the Country!” 







Gordon Sauerbrun was born and 
raised in a city. Eight years ago he 
bought a home.in the country. “If 
it weren’t for our car,” he said, “I 
couldn't have bought a house out here. 
Fresh air and sunshine for the kids 
to romp in, a vegetable garden, lots of 
room and quiet. Believe me, that’s 
nice to come home to.” 

Late last year Sauerbrun bought a 
new car for around $2000. To make 
that same car in 1910 would have cost 


AMERICAN IRON AND STEEL INSTITUTE & S739] WORKS for 
pe ee a 


Gordon Sauverbrun is a draftsman, working 








in Teterboro, N. J. But he lives 


in the country with his family. STEEL and the automobile are the 


primary reasons why he—and millions of others—can enjoy the advantages 


of working in industry and living in rural surroundings. 


$60,000, using the tools, steels and 
methods of that period. Cars are within 
the price reach of the Gordon Sauer- 
bruns today because of progress and 
competition — among automobile and 
accessory manufacturers, and among 
the nation’s 247 steel companies. 
Almost 114 tons of steel are used 
in the average automobile, about 84 
per cent of the car’s total weight. That 


is an increase of half a ton over 10 








years ago. So much steel is used in 
automobiles because it is the best 
material for the job, and also because 
it costs less than any other metal. 

The steel companies have done 
their share in making it possible for 
Americans to own 30,000,000 passen- 
ger automobiles — four-fifths of the 
world’s total. This has brought better 
living for the Gordon Sauerbruns and 
millions of other families. 
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WAT TO DO ABOUT A-BOMB 


NOW THAT RUSSIA HAS IT 


U. >. still has a long lead in 
any c!om-arms race. Russia, at 
best, s where U.S. stood four 
years go. 

Borib stockpile, most of the 
know-how, experience are held 
by U. S. 
as bomb carriers, are better. 


And American planes, 


Danger area for America, in 
any atomic war, is the big indus- 
trial region of the north, from 
New York to Chicago. 


Russia, with the atom, forces U. S, 
to size up its own position once again. 
A size-up shows U. S. far ahead at the 
start, if there is to be an arms race, but 
at least two years short of the starting 
position it expected to have. 

Facts, as far as they can be laid 
down are these: 

Stockpile of U.S. bombs is at least 
200. Russia lacks a stockpile. The Rus- 
sians have succeeded in creating an 
“atomic explosion.” This indicates U. S. 
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U.S. Is 4 Years Ahead But Plans Defenses 


atom monopoly is ended. But a stockpile 
of Russian bombs, adequate for war, is 
at least two and maybe more years away. 

Know-how is far ahead in U.S. 
American industry has created the means 
of exploding bombs from aircraft. Ameri- 
can fliers exploded bombs successfully on 
targets. There is no evidence that Russia 
as yet has the means to detonate bombs 
carried by aircraft. Russian fliers lack 
experience in bomb delivery. 

Timetable shows U.S. with at least 
a four-year head start. The first U.S. 
bomb was exploded, on the ground, at 
Alamogordo, N. Mex., on July 16, 1945. 
The first Russian atom explosion oc- 
curred in the summer of 1949, more than 
four years later. It took U.S. about 
three years to get bomb production in 
quantity, on an assembly-line basis. 

Russia’s start, nonetheless, is about 
two years ahead of the expected sched- 
ule. U.S. plans had been based on Rus- 
sia’s not getting the bomb before mid- 
1951. U.S. head start, thus, is four 
years instead of six years. 

Progress in U.S., however, is far 
ahead of progress in Russia. A new type 
of bomb, more destructive than wartime 
types, has been tested by U.S. at Eni- 
wetok, is now in quantity production. 
The Russians, until now, have had no 
bombs to experiment with, are just be- 
ginning their development. 

Means of delivering the bomb also 
show U.S. ahead. Russians have the 
B-29, which can deliver bombs 1,800 
miles away and return. That’s not far 
enough to hit chief U.S. targets from 
Russian bases, unless range is doubled 
with one-way suicide missions. U.S. has 
the B-36, with range of 4,500 miles, plus 
a network of bases in Europe, near 
targets in Russia. 

Vulnerability of cities in Russia, Eu- 
rope and U.S. is related to this means 
of delivery. U.S. can blast any city in 
Russia with atom bombs. Soviet bombers 
can strike anywhere in Western Europe, 
but can’t reach U.S. vitals and return 
without improved planes. 

Bases for atomic attacks determine, in 
large measure, where each side can use 
the bomb if war comes. U.S. has big 
bomber bases in Britain, near Frankfurt 


in Germany, at Dhahran in Saudi Arabia, 
and on Okinawa, all within range of 
atomic targets in Russia. Soviet bombers 
have no bases outside of Russia and 
Eastern Europe, nearly 4,000 miles from 
the crowded industrial heart of the U. S. 

“Suitcase” attacks, with atom bombs 
smuggled into U.S. by ship and deto- 
nated in downtown office buildings, are 
discounted by U.S. planners. Such an 
explosion, made near street level of a 
modern city, would destroy only about 
two city blocks, is not considered efficient 
for high-cost atofnic bombs. 

Harbor explosions, too, are consid- 
ered too inefficient for use by Russian 
agents. Reason is that no U.S. harbor 
is deep enough for a Bikini-type under- 
water burst to destroy a large city area 
by radioactive spray. 

Suicide planes, as a result, are be- 
lieved to be the only feasible means of 
delivering Russian bombs to targets in 
U.S. Idea is that Soviet B-29s would fly 
one-way missions to the U.S. to get 
maximum range, then be abandoned 
after bombs are dropped. 

Those are the cold facts that show how 
U. S. and Russia stand with atomic bombs, 
and ability to use those bombs, at the 
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start of a probable atomic-weapons race. 
What they mean to the individual is that 
an atomic attack on his city, his factory, 
or his home is highly unlikely, but such 
an attack now becomes at least possible 
for the first time. 

Defense against the atom, thus, 
becomes important to businessmen and 
heads of families in their long-range 
planning. Official advice by the National 
Security Resources Board and by U.S. 
atomic scientists point to these answers: 

As an individual, what you need to 
survive an atomic attack at close range is 
an earthen or concrete bomb shelter. A 
windowless shield against the pressure 
and radioactivity of the blast is recom- 
mended. Six feet of earth is described as 
adequate. A basement concrete shelter is 
better. 

For assured protection from an atomic 
blast as close as 1,000 feet away, a 32- 
inch concrete slab is sufficient. Against a 
blast 2,000 feet away, 20 inches of con- 
crete will insure survival. At 4,000 feet, 
only six inches of concrete—or a deep 
basement—is necessary. If the explosion 
is 5,000 feet away, no shelter is needed 
for survival of a Hiroshima-type burst. 

As a businessman, you are given 
this advice for relocating your factory or 
office to be relatively safe in an atomic 
war: 

Hilly terrain is far safer than a flat 
area for location of a business plant. An 
intervening hill will give almost complete 
protection from effects of an atomic air 
burst. 

Location in a small community of less 
than 50,000 population also is recom- 
mended. Best atomic targets are large 
cities, densely populated. 

Industrial areas of five square miles or 
more are to be avoided, Atomic bombers, 
with a sharply limited number of bombs, 
will tend to hit big concentrations of 
industry first. 

Strategic industry being a prime tar- 
get, firms are advised to locate at least 
three miles from important war factories. 
Major air bases, dams, power plants also 
are to be avoided by a minimum of three 
miles. 

As a city planner, you are advised to 
redesign your metropolitan area, gradu- 
ally, to get best insurance for survival of 
factories, business districts and homes. 
The idea of underground cities is offi- 
cially discarded as being impractical. 
Instead, a realignment of business and 
residential areas is recommended, along 
the lines shown in the accompanying 
charts. 

Theory is that urban areas should be 
spread out so that one or two bombs can- 
not destroy vital portions of the city. The 
present bomb cannot damage areas as 
much as three miles away from its burst. 
So segments of each planned city are ad- 





ts 


vised to be about three miles apart, pre. 
senting a poor target for one bomb. 

Best arrangement for each city will 
depend upon the terrain, upon which 
way it can spread. No subsidy from Goy- 
ernment is to be expected. But officials 
believe that industry and home develop. 
ers in each city will follow any master 
plan drawn up for that city in their ex. 
pansion. 

Areas to avoid, in planning to relo- 
cate your family, your business, or your 
factory, also are described by NSRB plan- 
ners and U. S. scientists. Any city of more 
than 100,000 population is seen as vulner- 
able in atomic warfare. But the most dan- 
gerous areas are those in which concen- 
trations of people and industry are high- 
est. No. 1 target is New York, with 21,000 
people to each square mile. In contrast, 
Los Angeles has only 3,000 people per 
square mile and is a relatively poor target. 

Dangerous areas, if atomic war comes, 
are largely those in Northeastern and 
North Central U.S. This area, from New 
York to Chicago, is the center of U. S. war 
industry. In terms of individual cities: 

Detroit is probably the most dangerous 
area for factories in wartime. Here. in- 
dustry is concentrated, land is flat, popu- 
lation is large. 

Pittsburgh, in contrast, is described as 
being relatively safe. Industrial plants are 
spread out over a large area, terrain is 
hilly, and no concentrated target is pre- 
sented in spite of the large size of the 
city. Further decentralization, however, 
still is advised for such an area. 

Chicago is between these two ex- 
tremes. Land is flat, and population is 
large and centered around the _lake- 
front area, Yet industry is fairly well 
spread out, not concentrated. 

Northeastern cities are the most dan- 
gerous in case of war. Here, in 9 per cent 
of the nation’s area, is about 65 per cent 
of all U. S. manufacturing. 

Southern cities, over all, are better off. 
Aside from a few areas such as Birming- 
ham, there are no large concentrations of 
industry that would attract atomic as- 
sault. 

Western cities, in most cases, are in the 
most favored position. Grouping of indus- 
try is small, much of the land is hilly, 
power installations in most cases are well 
away from factory areas, populations are 
smaller than in the East. 

That, in brief, is the advice now avail- 
able to individual planners in U. S. from 
qualified Government and private experts. 
On a broader basis, a guide for planning 
by entire industries to meet the threat of 
atomic war has been drawn up by NSRB 
officials. 

Industry planners get the following 
official advice: 

Aircraft firms, especially susceptible 
to attack in wartime, are urged by the 
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NSRB guide to spread out further for 
safety. These now are concentrated in 
half a dozen large areas, mostly on the 
Pacific Coast, even though a few have 
begun relocation programs to get away 
from industrial areas. 

Stee! plants, those making ingots, are 
warned that they are concentrated in too 
small an area for security. About 70 per 
cent of total ingot capacity is located in 
Western Pennsylvania, Ohio, Indiana and 
lllinois. This endangers the steel industry 
even though 27 States now have steel- 
making facilities, 29 States have steel- 
finishing plants. 

Oil firms, too, are warned that they 
have their refineries much too concen- 
trated for safety in an atomic war. The 
Texas City explosion of 1947, NSRB 
points out, shows what may happen to 
such facilities in case of enemy attack. 

Machine-tool industry, basic in war- 
time, is in a far better position now, is 
spread out in relatively safe areas for the 
most part. 

Other firms less directly connected 
with war industry, the published guide 
states, may be just as vulnerable to attack 
if they are located in areas that could be- 
come strategic targets. As a result, they 
may be just as concerned with relocation 
plans. Moreover, secondary war indus- 
tries, such as ball-bearing factories, may 
be considered key plants for bombing if 
they present a concentrated target. 

What’s ahead in terms of war or 
peace, now that both U.S. and Russia 
have the atom bomb, is to depend largely 
on basic decisions made in the coming 
few months by Premier Stalin and Presi- 
dent Truman. There are these alterna- 
tives: 

An arms race in atomic weapons can 
be expected to ensue if some sort of in- 
ternational control agreement is not 
rezched. 

Disarmament is another alternative. 
This is discounted, however, by U.S. 
officials who see no means of insuring 
such an agreement. 

World control of atomic weapons by 
an international agency able to carry out 
inspections in both U.S. and Russia is 
seen as the only other alternative. Rus- 
sia, thus far, has prevented international 
control by insisting that all U.S. bombs 
be destroyed first and that each nation 
be given power to block real inspection. 
Efforts to get agreement now are to be 
renewed. 

Whether an atomic-arms race—with its 
steadily increasing chances of touching 
off another war—can be avoided, thus, 
will depend largely on new efforts to get 
international control of the atom. If that 
fails, the present U.S. advantage in 
atomic bombs and atomic know-how 
may gradually fade as Russia builds her 
atom stockpile in the years just ahead. 
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CRITICAL TIME FOR A-BOMB WORLD 


IS TWO YEARS HENCE 
AN INTERVIEW WITH DR. R. E. LAPP 


Formerly Executive Director, Interdepartmental Committee on Atomic Energy in National Military Establishment 





EDITOR’S NOTE: When the news came of Rus- 
sia’s discovery of the atom bomb, the editors of 
U.S. News & World Report obtained Dr. R. E. 
Lapp’s views in the informal conversation which is 
given below. 

Early this year in a book called “Must 
We Hide?” (Addison-Wesley Press, Cambridge, 
Mass.), the truth about the atomic bomb as a mili- 
tary weapon and the defenses against it was writ- 
ten by Dr. Lapp, who at the time was a nuclear 
scientist in the American Government. An outline 
of the book was presented in the April 29th issue 








of this magazine and the article attracted the at- 
tention of the Reader’s Digest, which published a 
condensed version of it. 

Dr. Lapp was one of the scientists who worked 
on the atom-bomb projects in wartime. He saw 
both the Bikini tests as a consultant. He was for- 
merly Executive Director of an atomic-energy 
committee in the National Military Establish- 
ment,-and adviser on atomic defense to the Office 
of Civilian Defense Planning. Until recently he 
was in the research division of the Navy Depart- 
mentment. 








Q Do you think that Russia definitely has the 
bomb, Dr. Lapp—that is, she couldn't have made an 
explosion without it? 

A Yes, that would follow. 

Q Well, does it mean, also, that she has the bomb 
in such shape that she can drop it from an airplane, or 
merely that she can explode it? 

A It would seem to me that if she has the bomb and 
can explode it, she can also drop it from a plane. 
There’s no doubt about it. 

Q In your book, you spoke about 1952 as the earli- 
est possible date Russia might have the bomb. How 
do you feel about that now? 

A That is the earliest possible date for quantity. 

Q Quantity? 

A Yes, the point is that, if you want to go all out 
to make one of something, you can do it quickly. The 
actual time when Russia has the first bomb is not as 
important as many people think. It is the time when 
Russia will have the bomb in quantity and can deliver 
it. That’s the really important thing. 

Q And you don’t think that is immediate? 

A I do not think it is immediate. 

Q How long before they will have it in quantity? 

A I think that the time that’s really critical is not 
now but would be on the order of two years from now. 

Q And by “critical,” you mean that Russia would 
be in a position to use quantities of the bombs? 

A Yes. 

Q And by “quantities,” how many would you say? 

A If you’ll refer to my book, I have a quotation 
from Dr. Oppenheimer before a Senate commit- 
ee ie ape 

Q I wasn't speaking of our own quantity—I’m ask- 
ing for an estimate as to Russia’s quantity— 


~_ 


A Yes, but I am drawing a parallel. 

Q You don't think that she could make them any 
faster than we can make them? 

A I would say positively not. 

Q Therefore, she might have a few bombs in an- 
other couple of years? 

A No, I wouldn’t say “a few.” No, no. We can hard- 
ly get quantitative on this because, after all, we are 
talking about something that the Russians know 
themselves and we don’t—that is, the amount of fis- 
sionable material that they can produce. It would 
seem to me reasonable to assume that, if the Russians 
have one bomb today, within a period of two years 
they would be able to accumulate a quantity which 
I will give you in terms of a physicist—you know how 
a physicist talks about the order of magnitude—“or- 
der of magnitude” is an exponent to the power of ten. 
I would think that in a period of two years, they could 
accumulate, if they had the uranium—they could ac- 
cumulate on the order of 100. 

Q A hundred bombs? 

A Yes. 

Q Well, of course, this changes the whole interna- 
tional picture, doesn’t it? 

A Yes, it does. Now we have definitely an armament 
race. Heretofore, it was a one-way race. Now it marks 
the start of the other person taking off. I think one 
must look rather carefully into the reasons why the 
Russians did not announce it if it is true. This, I think, 
is a very delicate matter. Remember, the Russians will 
be very careful about how they play their cards with 
this event—they’ve always been pretty cagey on it. 
Their strategy here—in not releasing the information 
—will be very well to mark. 

Q In other words, they might well consider that 
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Effort for international agreement 


the rest of the world would be left in doubt even 
now? 

A The rest of the world could very well be left in 
doubt unless somebody is able to offer positive evi- 
dence. 

Q There is some reference in the news dispatches 
today to the effect that there are various devices of 
detection, seismological, particularly. Do you believe 
that devices like that can be relied upon? 

A That would depend on the manner in which the 
atomic bomb was exploded. You will remember when 
we had the Bikini tests, there was quite a bit of con- 
troversy about whether or not that was detected in 
the United States. But, if a bomb were exploded at a 
point, under proper conditions, then it would depend 
upon the sensitivity of the instruments as to whether 
they could pick it up. It would be one of those proble- 
matical things. 

Q What do you think would be the proper way to 
phrase it, then? 

A Instruments do exist which are capable of detect- 
ing the atomic bomb at a considerable distance. 

Q Then, of course, the question of why the Rus- 
sians didn’t announce it themselves may be related 
to the fact that they do not know those instruments 
exist? 

A Oh, no, no. They certainly do. 

Q Hence the dispatches today telling that there are 
such instruments may indicate to them that that was 
the way we found out? 

A Well, the Russians aren’t dumb, you know. 

Q In any event, they withheld the information. 
This could mean either that they have not been pre- 
pared or that they wanted to use the information in 
some other way, does it not? 

A They want to get us into a nicely confused mess. 
Q It might mean that? 

A If you were the Russians and something like this 
happened, you could sit comfortably back and smile 
and not say anything. And what happens? All the 
rest of the people will be in doubt—and there will be 
people who will come along and say, “You couldn’t 
detect it, anyway.” And other people would say you 
could—or you couldn’t. And Russia just sits back 
and smiles and watches the pandemonium. 

Q Is a policy to negotiate control of these things 
now indicated? 

A Yes, of course, that’s the only hope now. 

Q But there has been one school of thought which 
argues that you shouldn’t wait—the moment you 
know the other fellow has got the bomb, then you 
should act in a preventive way and insist upon an 


Russia’s possible stockpile in 1952 is estimated at 100—Defenses can 


be set up against the bomb—It is not a ‘decisive weapon’— 


regarded as a must 


agreement for control without waiting for the other 
fellow to get a full stockpile. What do you think of 
that approach? 

A But that’s based upon an ill-conceived estimate 
of how effective an atomic bomb can be. You see, 
they are the people who say, “We’ll just go over and 
wipe them out.” I maintain that an atomic bomb is a 
useful weapon, but it is not a decisive weapon. 

Q Not a decisive weapon? 

A Not at all. It is entirely overrated in many 
people’s minds—they think that, if you have the 
bomb, victory is guaranteed. That’s ridiculous. 

Q So that, the way you look at it, the problems of 
diplomacy and international relations are not too 
much altered by this explosion? 

A The way I look at it, we should have assumed 
that they would have a bomb. . 

Q In all of our policies? 

A We should have assumed that they could get the 
bomb—no one doubted it—it was simply a question of 
when. 

Q There are other weapons that we have heard 
about—such as germ warfare and things of that kind— 
and more destructive atom bombs—we've heard of all 
those things. What is your opinion of them? 

A The more destructive atom bombs I would dis- 
count. 

Q You would? 

A Why would anyone want them more destructive. 
They already wipe out a large area. 

Q So it’s really a question of whether the possession 
of any weapon in greater quantity will deter the other 
fellow or whether he will have an opportunity to inflict 
damage upon you which neutralizes it? 

A That’s correct. And, in fact, so far as the Russians 
are concerned, it would seem to me that the main use 
of the atomic bomb in their hands is as a propaganda 
weapon. When you envisage the weapons they already 
have—which is the old foot soldier—and when you en- 
visage what they can do to Europe, the reason they 
need that atomic bomb is to act as a powerful propa- 
ganda weapon. They can say to Britain: “We will use 
this on you if you don’t give in.” They don’t have to 
cross the Channel. 

As a matter of fact, I questioned—about three years 
ago—some Army officers. I said: “You all assume the 
Russians are going to get the atomic bomb—what 
makes you think that the Russians need the atomic 
bomb to be effective in a future war? If they sweep 
through Europe, as they jolly well can when they want 
to, they don’t need an atomic bomb. They’ve got 

(Continued on page 18) 
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the old foot soldier—and he’s a powerful boy when 
he moves fast—with an air arm to help him.” The 
fallacy of the B-36 argument then is that you are 
going to smash all of Russia. 

Well, the question you have to put back of that 
is, “First of all, what will you do by smashing Rus- 
sia with the B-36 and with all these bombs?” 
If the Russians have already accomplished or 
are on their way to accomplishing what they 
set out to do—namely, to take Europe—it seems 
to me that you are going after the barn while 
the horse is out. 

Q What relationship do you think this has to 
the problem of an aircraft carrier that can deliver 
a bomb? 

A I don’t think that has a direct bearing. I’ve 
always thought that an aircraft carrier which set 
out to sea with atomic bombs in it was a terrific 
target. 

Q If you have enough carriers and enough task 
forces, you have a mobile force to deliver the bomb 
and— 

A Well, you have the ability there to strike with 
a greater striking power— 

Q A greater striking power than the long-range 
bombers that come from this country, unless you 
have bases abroad? 

A Yes—but, there you get into the comparative 
worth of the B-36 and, let’s say, a Navy medium 
bomber. That would be the problem. 

Q And, of course,—doesn’t this whole thing 
open up the necessity. 
for studying the different 
ways of delivering the 
atomic bomb and not re- 
lying on any one way? 

A No—I think that the 
real thing that we should 
concentrate on is to ask 
ourselves, “Are we going 
on in this more destruc- 
tive way of being sure we 
can plant so many bombs 
on Russia?” After all, 
we've now got the prob- 
lem that there is another 
person in the fray who 
is going to try them on 
us. If this is just going 
to be a slug fest and 
we have so many bombs, 
it seems to me we are 
straining at a small thing. 
All we would be trying 
to do is to get more 
bombs and to be sure 
that we can deliver those 
that we’ve got. It seems 
to me that that’s the 
wrong attitude. 





The other attitude to take is to inquire as to what 
can be accomplished by delivering bombs that way 
and to see if there aren’t more effective ways of con- 
ducting a war, if it has to be. That’s why I was so 
concerned in writing the book, ‘““Must We Hide?” — 
to stress the problem of atomic defense. You see, 
that’s going to be the immediate problem. People 
are going to have to discard the myth about no de- 
fense against the atomic bomb. They’ve heard all 
along that there is no defense. Well, now, you see 
that the people who have put this out, for whatever 
reason they may have had, are now in a very sad fix. 
They have taught people that there is no de- 
fense and now the Russians have the bomb—so 
what are they going to do? Are they going to 
start telling people there is a defense? Will they 
reverse themselves? 

Q So we've got to stress more that there 
is a defense and that’s, of course, what you 
believe? 

A I believe that there are defenses—not just a 
specific defense. It just means, though, that we have 
to try in every possible way to conduct our inter- 
national relations in such a way as to reach a 
friendly agreement between these countries. Per- 
sonally it would seem to me that that is a very 
difficult thing to do during the interim period 
when Russia does not have a supply of bombs. 
It’s now in the period when they are accumulat- 
ing the supply that they will just be playing for 
time so that they can put a bigger bargaining force 
upon us. This is the crit- 
ical period. 

I sat down about a year 
ago and said to myself: 
“This thing is going to 
happen—the Russians are 
going to get the atomic 
bomb. And then, what will 
we do?” And I tried to 
anticipate this, and I see 
I have, by writing that 
book, which assumes that 
they have it. I don’t de- 
rive any great satisfaction 
from this now—but we’ve 
been living in a_ fool’s 
paradise up to now. 

You know, many people 
have been going around 
saying that the Russians 
can’t have the bomb for 
many, many years. Well, 
of course, they can have 
it, and the time it took 
them to get it—well, I 
think they did pretty well. 
They did better than most 
of us thought they would 
do. 
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IT COULD MEAN PEACE 


BY DAVID LAWRENCE 


What Russia has achieved, the scientists of other 
nations also can accomplish. 

If several nations manufacture the atomic bomb, 
it could mean destructive war on a scale never vis- 
ualized by man in all history. 

But it could also mean peace! 

For four years now, Americans have assumed that 
they were safe from attack and that the atomic 
bomb was a secret which could be kept. 

For four years we have based our diplomacy and 
our negotiations on the oft-expressed premise of 
physical power. 

We have spent billions on the theory that military 
force is “the only language the Russians can under- 
stand.” 

But now both sides have the atomic bomb. Cer- 
tainly the Soviets will not start a war while they are 
seeking to build a stockpile of bombs. Doesn’t the 
situation call for a new approach in the world? 
Doesn’t it call for a more intensive use of moral 
force and a greater concentration on the skills of 
negotiation in diplomacy? 

Must we not give up now the swashbuckling spirit 
of our military men who point to the targets that 
our B-36’s are aiming to reach? Must we not 
begin thinking of the targets that an enemy plane 
with the atomic bomb can reach in the United 
States? 

The events of these last few days dramatize vivid- 
ly the need for a sensible appraisal of the differences 
that divide the great nations of the world. 

The time has come to examine carefully just what 
are the sources of friction and to begin at once to 
search for ways to eliminate that friction. 

The new developments could mean peace in the 
world. It is our duty to negotiate with restraint and 
with due regard for the rights of others. The time 
for the United Nations to become an effective in- 
strument of world peace is at hand. And this can be 
brought about as peoples come at last to realize 
the folly of mutual destruction. 

What is mostly needed, strangely enough, is edu- 
cation—knowledge that is based on facts and not 
propaganda derived from emotional prejudices or 
hysteria. 

Soviet Russia has a population of 200,000,000 
people. Isn’t it conceivable that ways can be found 
to reach the hearts and minds of the Russian peo- 
ple? And isn’t it desirable that we in America should 
start thinking, instead of feeling? Isn’t it, after all, 
most important to come to a state of maturity in in- 


ternational affairs—a state of tolerance and mutual 
regard? Should we not turn toward constructive 
action and away from the destructive use of our 
talents and energies and apply our inventive knowl- 
edge and resources toward a higher and higher 
standard of living for everybody? 

Power politics for centuries has ruled the world in 
a game of threat and counter-threat. We all profess 
to believe in the great doctrines of a Judeo-Christian 
code of human ethics. But when it comes to inter- 
national dealing, we evidently believe in the valor 
of violence. 

This is not to argue against proper preparation 
for defense. It points rather to the need for such a 
state of mind in the world as to make enormous de- 
fense preparations needless. Only where there is dis- 
trust and suspicion is an armament race really 
understandable. 

There must, therefore, be a demonstration of 
good faith on both sides. We in the United States 
and among the western democracies must dispense 
with the self-righteous attitude which assumes that 
our own viewpoint is always 100 per cent right and 
that the other fellow is 100 per cent wrong. 

The world will not for any length of time tolerate 
dictatorship. Peoples aroused to the dangers to their 
liberties will inevitably throw off the yoke of bond- 
age. The chief reason for the Russian dictatorship 
is the fear of chaos and disintegration if liberty is 
unlimited. In a democracy like ours we have no such 
fear. But it must be remembered that the Soviets 
are in a transition stage—their revolution against 
the tyranny and despotism of the Czars is only 30 
years old, which is but a brief interval in world 
evolution. 

We must discount the ineptness with which the 
Russians at times conduct their affairs. We must 
not be upset by their suspicion of us and their emo- 
tional propaganda. Rather, we must strive all the 
harder to earn the confidence and trust of Russia 
as well as of all other nations. 

This means a return to those simple rules of 
honest conduct which Jesus taught 2,000 years ago 
—the power of example. 

America can save the world and lead the world. 
America’s moral force can bring harmony and trust 
where there is now distrust. What a salutary thing 
the atomic bomb can become if it explodes our ob- 
solete theories about international intercourse and 
brings a new era of faith and good will in the world 
of tomorrow! 








tT 





SEPTEMBER 30, 1949 








U.S. News & World Report 





a , 


Rubber has dropped about 1 cent g 
pound, bringing it below the price of 
synthetic rubber. No further large cts 
are to be expected. 

Wool dropped from $1.69 © pound ty 
$1.61 after Australia devalued. Mor 
cuts are anticipated. 

Metal prices held firm, retiecting the 
recovery in U.S. prices. Metzls in U,¢ 
markets had their dip early in 1949 and 
have since recovered partially. Prices for 
copper, zinc, lead, tin, steel scrap are 
virtually unchanged in daily cuotations, L 


Cost of Goods in America 
Turns Downward Again 


The gradual downtrend in_ prices, 
however, is not likely to be hastened 
much by a flood of goods from abroad. 
Goods from Europe may stir competi- 
tion here and there, but for the most 





Shoppers are to find things a 
bit less costly, here and there. 
Some prices, after a mild rise, are 
coming down a little. 
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MEANING OF DEVALUATION 


TO PROFITS, WAGES, JOBS 


Money changes that seem far 
away really will touch almost 
everybody, in some degree. Ex- 
amples show what to expect. 

American tourists abroad get 
a break, first thing. So do some 
importers. But American goods 
become harder to sell. Branch 
plants abroad lose value, too. 

Full impact of devaluation is 
yet to come. Once it hits, jobs, 
wages, profits, almost every- 
thing will feel the result. 


Like most other people, you prob- 
ably are stumped by the practical 
meaning of the juggling that has taken 
place in the world’s currencies. 

What’s happened is something basic 
that sooner or later will affect just about 
everybody—businessmen, wage earners, 
farmers. Prices, trade, profits, employ- 
ment, travel plans and many other things 
are involved. So is the whole world trend 
toward right or left in politics. Yet, be- 
cause it all seems so complicated, people 
are inclined to shrug off the whole subject. 

Practical examples can be used, 
though, to show you what has happened 
and what probably is to happen due to 
changes in world currency values as they 
relate to the U.S. dollar. They cover a 
wide range and indicate the great variety 
of readjustments now taking place. 

An automobile company in U.S., 
to take one case, has been selling cars 
and trucks to Britain. The factory price 
of a truck had been $2,000, or about 500 
British pounds. That was the price on 
September 17. On September 19, the 
price still was $2,000, but for the Briton, 
with pounds instead of dollars to pay, it 
was about 720 pounds. Devaluation 
caused the price of the American product 
paid by the importing dealer in Britain 
to skyrocket 44 per cent overnight. 

There, in a nutshell, is the real effect 
of the world’s currency juggling. Foreign 
countries, from one end of the world to 
the other, by marking down the value of 
their moneys, are marking up the prices 


' of American products their people buy. 


The basic purpose is to reduce the urge 
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Changes Are to Affect Nearly Everybody 


on the part of their people to buy those 
products and to force them either to go 
without or to find some other source, 
where dollars are not needed. 

A British car maker, to give an ex- 
ample from the other side, had been try- 
ing unsuccessfully to sell his cars in U. S. 
His factory price for a small car was 
about 450 British pounds, or $1,800 in 
American money. To that price, tariff 
and other charges were added. Ameri- 
cans preferred their own cars at $1,600. 
Devaluation then came. The car that, 
when sold in the U. S., had brought 450 
pounds to the British manufacturer now 
would yield him around 640 pounds, if 
he maintained his $1,800 price. 

But labor in Britain cost no more in 
pounds. Steel cost no more in pounds. 
Taxes took no more. Theoretically, the 
British manufacturer could hold his fac- 
tory price at 450 of the new, cheap 
pounds, or $1,260—a reduction of 30 per 
cent. Actually, he wants to get as big a 
return for his product as he can. So he 
decides to cut his dollar price only 25 per 
cent, instead of the full 30 per cent. But 
tariff, freight and handling charges in 
U.S. are not reduced by devaluation. 


ON ALL NEW 
BRITISH CARS 


ob 





SHIFTS IN MONEY VALUES 


In Great Britain 


1 pound formerly bought $4.03 
1 pound now buys 2.80 
It now takes 1.44 pounds, or 44% 

more, to buy 4.03 


This means that costs of U.S. goods to 
the British importer have gone up 44%. 


In the United States 


$4.03 formerly bought 
$2.80 now buys 
Cut in cost of 1 pound is $1.23, or 
30.5% of former cost 

This means that costs of some British 
goods to the U.S. importer can come down 
as much as 30.5%. 


1 pound 
1 pound 














BRITISH AUTOS IN NEW YORK 


When these charges are figured in, a 25 
per cent reduction at the British factory 
means a 20 per cent reduction in the 
U.S. retail price. The aim is to cut just 
enough to stimulate sales in U.S. 

That illustration helps to explain why 
British firms exporting to this country 
are not cutting prices to the full extent 
the devaluation would theoretically make 
possible. Another reason is that some of 
their costs really have been raised. Any 
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The aim is to cut prices ‘‘just enough” 
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Why Britain Will Buy Less From U.S. 








An auto from U. S. that 
formerly cost British im- 
porters about 375 pounds 
now costs more than 535 


pounds. 


raw materials they have to import from 
U. S. or other dollar areas now cost them 
44 per cent more than before. Such in- 
creases enter into their cost of production 
and must be taken into consideration 
when their export prices are named. 

In both of the examples involving auto 
firms, deals with Britain were described. 
But similar changes are occurring in 
deals with firms in France or Italy or 
Belgium or any of a score of countries. 

A worker in Britain provides an ex- 
ample of another effect of the currency 
shift. Again, the example would be little 
different if it involved a French or Italian 
or Dutch or Swedish worker. 

In the period before devaluation, that 
British worker was getting along fairly 
well. He was eating American food and 
living in a housing project built with 
American or Canadian lumber. In his 
factory, he was working with machinery 
made in U.S. 

Devaluation now upsets the living-cost 
budget of that worker. It takes more Brit- 
ish money than before to buy American 
products. Bread has gone up in price. 
Clothing is marked up, because of the 
increased cost of cotton or because of 
other increased costs, such as ocean 
freight rates. 

The worker, being squeezed by the 
higher cost of living, joins his fellows in 
demanding increased wages to compen- 
sate for it. But, at this point, he runs 
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importers in Britain used to 
pay less than 125 pounds 
for an electric motor from 
U. S., now must pay about 
175 pounds. 





into the opposition of his Government. 
He is told that wages must be held down, 
or else devaluation will fail to reduce the 
gap in Britain between inflow and outgo 
of dollars. 

Britain’s danger is that, if wages and 
other costs of production go up, selling 
prices will have to go up, too. In that 
event, an inflationary spiral could be 
touched off and much of the competitive 
advantage gained from devaluation could 
be wiped out. That this danger is real is 
indicated by the fact that, in the first 


BRITAIN’S INDUSTRY: WiLL IT PROFIT? 





Cost to British importers of 
a bale of U.S. cotton jumps rea 1 
from around 37 pounds to 


more than 53 pounds. 


few days after the currency change was 
announced, commodity prices in Britain 
rose 12 per cent. 

Leaders of the British Government, 
therefore, are telling workers that only a 
sacrifice in their living standards will pull 
Britain through the financial crisis in 
which she finds herself. 

A U.S. worker, at the same time. maj 
be going blithely on, thinking that the 
currency change is not important to him. 
But he, too, may be directly affected. He 
may be working in a factory where ma- 
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Raw-material costs will be higher 
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Why Britain May Sell More to U.S. 











A British topcoat that a 
dealer in U. S. formerly 
bought for $50 may be 
reduced to $35 or $40. 


chinery is produced for export. With its 
price increased in terms of a foreign cur- 
rency, that machinery may not sell in 
competition with machinery produced in 
Britain or France. In that case, the U. S. 
factory closes down or lays off men. 

Or the worker may be employed in a 
woolen mill, which must meet new com- 
petition from imported goods. He, too, 
may have to look for work elsewhere. 

Thus, the currency change affects 
thousands of firms and millions of work- 
ers, in every part of the world. 





ease abe! 


BRITAIN’S EXPORTS: WILL THEY BOOM? 





only $170 or $180. 


Travel in many countries is affected, 
too. U.S. tourists abroad now discover 
that their dollars go further. A resident 
of U.S., motoring through Canada, finds 
that his expenses, in U. S. money, are 10 
per cent less than they would have been 
before devaluation. Passenger fares on 
ocean steamship lines require the same 
number of dollars as before, but hotel 
rooms in such cities as London, Paris and 
Brussels cost fewer dollars. For example, 
a London room that formerly rented for 
$10 a day now can be had for $7. Similar 
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More must be sold at the lower price 
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A set of china plates from 
Britain that used to cost a 
U. S. dealer $200 may cost 





that 


from Britain 


Shoes 
U. S. dealers imported at 
a cost of $16 may even- 


tually cost only $12 or $13. 
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savings can be made on meals and other 
expenses. 

In this country, it is just the reverse. A 
British businessman, whose stay in U. S. 
costs $1,000, has to pay more than 350 
pounds at the new rate, where he paid 
only 250 pounds before. 

An American abroad can use his dol- 
lars to take advantage of bargains offered 
in the stores of countries he visits. An 
overcoat bought in Canada, for example, 
will reflect the cheaper price of woolen 
cloth imported from England and also the 
10 per cent cut in the value of Canadian 
money. Laces in France and glassware 
in Sweden can be purchased at bargain 
prices. 

However, entertainers from U.S. such 
as Danny Kaye, who reportedly was paid 
the equivalent of $15,000 a week during 
his recent tour of Britain, probably will 
face a substantial pay cut. 

Goods exported from U.S. will meet 
much sharper competition in many parts 
of the world than before the currency 
change. The chart on page 22 shows the 
extent to which costs are going up in 
Britain for U.S. autos, cotton and electric 
motors. For a time, big-volume ship- 
ments of U.S. cotton to Britain will be 
financed with Marshall Plan dollars. But, 
in other markets, former customers for 
this country’s cotton will turn to cotton 
produced outside the dollar area. 

Similar price boosts, in terms of foreign 
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TOURISTS ARRIVE IN U.S. 
. .. pounds buy less 


currencies, are handicapping sales of 
many types of U. S. goods wherever those 
currencies have been devalued. Sales of 
petroleum to European countries, for 
example, are hurt. Those countries will 
look, so far as possible, to the Middle 
East and other nondollar sources for their 
petroleum supplies. 

Tobacco from U.S. likewise will be 
rejected to the extent that nondollar 
sources can be tapped. Farm machinery, 
refrigerators and radios made in this 
country are no longer so attractive to 
foreign buyers, who must pay the stiff 
boost in prices resulting from the cheap- 
ening of their money. 

Around the world, the currency changes 
are erecting a new wall that somehow 
must be scaled by U. S. exporters, if they 
are to do the same volume of business as 
before. 

Goods imported into U.S., as in the 
case of British cars, can be sold at re- 
duced dollar prices made possible by the 
change in currency values. The chart on 
page 23 gives an idea of the reductions 
that may be offered in prices of British 
topcoats, chinaware and shoes. Similar 
cuts are in prospect on wines from 
France, furs from Scandinavia, rubber 
from Indonesia. Many lines of business 
in the United States will feel the new 
competition given by goods from foreign 
countries. But in some lines, such as 
Scotch whisky, where U.S. demand is 
strong, dollar prices are being maintained. 

U.S. trade with Canada is to under- 
go many changes resulting from the 10 
per cent drop in the value of the Cana- 
dian dollar. Citrus fruits, vegetables, 
coal, oil and a great variety of industrial 
products bought in the United States will 
cost Canadians more, in terms of their 
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own money. To help pay for these goods, 
they will have the benefit of $180,000,- 
000 in Marshall Plan funds, which Britain 
will transmit to Canada for wheat. 

Most goods sold by Canadian firms 
will be — in this country. An excep- 
tion is Canadian newsprint, sold on long- 
term contracts at fixed prices in U.S. 
dollars. But new competition from Swe- 
den may force price cuts on Canada’s 
product sooner or later. 

U.S. trade with Latin America will 
be affected indirectly by the currency 
changes in Europe. For instance, a U. S. 
firm selling caustic soda in Brazil will 
have to meet the price cuts made by 
British firms doing business there. And 
several Latin-American countries find de- 
valuation necessary, in order to maintain 
their sales of food and raw materials to 
Europe. That could further shrink the 
outlets for U.S. goods. 

Branch plants maintained by U.S. 
firms in Britain, France, Italy, Canada 
and other countries have suffered a sud- 
den drop in the value of their cash, inso- 
far as that cash is in the form of devalued 
money. Also, any profits to be trans- 
ferred to the parent companies will shrink 
whenever those profits are translated into 





Drop in U.S. Prices 
Of British Autos 


(Delivered, Washington, D.C.) 
Before De- After De- 
Model valuation valuation 
Austin (4-door sedan) $1,595 
Morris ( 2-door 
convertible ) 
Hillman Minx 
(4-door sedan ) 
Singer (roadster ) 
Vanguard (6-pas- 
senger sedan ) 
MG (roadster ) 
Morgan (sports car ) 
Rover (4-door sedan ) 
Triumph (roadster ) 
Jaguar (sports car ) 
Healey (custom- 
made speedster ) 
Rolls Royce 12,000 
(custom made) to to 
19,000 16,500 


$1,345 


6,650 


Typical Prices 
American-Made Autos 
(Delivered, Washington, D.C.) 


Model Price 
Ford business coupe $1,440 
Chevrolet Stylemaster 1,540 
Plymouth DeLuxe 

( 2-door sedan ) 1,600 
Studebaker Champion (4-door) 1,750 
Nash Statesman ( 4-door ) 1,820 
Kaiser DeLuxe ( 4-door ) 2,280 
Chrysler Royal 2,340 
Hudson Super 6 2,360 
Buick 50 Super 2,650 
Lincoln 75 (sports sedan ) 3,355 
Packard Custom Super 8 4,300 
Cadillac 75 (7-passenger ) 5,920 















U.S. TOURIST IN EUROPE 
... dollars go further 


United States dollars. Such losses will 


show up on the books of the parent 
companies, 
Sterling balances held by India, 


Egypt and other countries, from which 
Britain borrowed during the war, will buy 
reduced amounts of U.S. goods, if and 
when these balances are converted into 
U.S. money. 

Dollars for stockpiling strategic ma- 
terials in U. S., on the other hand, will go 
further when spent in cheap-money areas. 
Amounts of tin bought from Malaya and 
of rubber bought from Indonesia may be 
correspondingly increased. 

Marshall Plan dollars, too, will go 
further, insofar as they are spent in coun- 
tries that have cut the value of their 
currencies, 

All these examples give some idea of 
the extent and variety of readjustments 
caused by the wave of currency change 
that has swept the world. 

What has happened, in brief, is a 
drastic revision of money values, forced 
by Britain’s need to increase her exports 
and balance her dollar accounts. 

For Britain, success or failure ct the 
step she has taken will be measured by 
the extent to which she is able to realize 
more dollars from her exports. With her 
selling prices cut, she must sell from 
40 to 60 per cent more goods in the dollar 
areas to obtain enough dollars to make 
her devaluation move worth while. In 
this drive, she will be competing with 
other exporting nations, which also will 
be trying to step up sales. : 

And so, for U. S., the money change is 
opening a new phase of foreign trade, in 
which this country will buy somewhat 
more and will sell less than in the last 
few years. 
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People all over the world are 
finding out what it's like to have 
the value of money cheapened 
overnight. 

Businessmen, some of them, 
like it. Cheaper money means 
wider margins for profits, more 
room for bargaining. 

But a world survey shows that 
competition will be keener, too. 
Many countries face strikes and 
rounds of wage and price rises 
that may bring more crises before 
the dust settles. 

LONDON 

Housewives in Britain, who have 
just finished outfitting their children 
for school in scarce woolens and $4 
shoes, are up against the hard facts of 
devaluation. Bread prices already are 
up by one third. That adds about $15 
a year to the budget of a family of four, 
already cutting corners to live on an 
annual income of $1,456. And that’s 
just the beginning for Britons. 

What’s ahead is the prospect of paying 
higher prices for meat that Britain buys 
in Argentina, for bacon purchased in 





DEVALUATION AT THE GRASS ROOTS 


World’s People Worry About Living Costs 


Canada and for sheets and shirts made 
with U.S. cotton. All these things will 
cost more for British buyers using pounds 
that were worth $4.03 a few days ago 
and now bring only $2.80. Workers who 
already spend up to 15 per cent of their 
weekly pay for tobacco are warned that 
the price of smoking will go up when 
Britain’s big stocks of tobacco are gone, 
perhaps a year hence, perhaps earlier. 

The Labor Government. counting on 
the workers’ votes for re-election some- 
time soon, is, explaining that Britain had 
to cheapen the pound in order to meet 
price competition in world markets. But 
that’s all over the head of the British 
worker and his wife. They want either 
cheaper prices at home or more pounds. 
shillings and pence in their pay envelopes. 

Slowdown strikes by workers who want 
higher wages already have caused trouble 
on British water fronts and on the: rail- 
ways. Workingmen were not calmed by 
reading of gold speculators who made big 
profits after devaluation and can keep the 
money because Britain has no tax on 
capital gains. They are out to get their 
share of devaluation profits in wage in- 
creases. Danger is that wage rises may 
wipe out the advantage gained by devalu- 
ation of the pound. 

British businessmen and manufacturers 
are not too happy about devaluation, 
either. They agree that a 30 per cent 
cut in the dollar value of the pound gives 


BRITISH WORKERS 





them a better chance to compete on world 
markets where British goods were priced 
too high to move. Prices for autos. 
Scotch tweeds and woolens and other 
items will be reduced on the U. S. market. 
But they point out that they have neither 
the stocks nor the capacity to produce 
enough goods to pass along the profits 
of devaluation to the consumer and still 
make the dollars that the Government 
wants for purchases in the U. S. 

For example, a British pipe maker, if 
he wanted to give U.S. customers the 
full advantage of devaluation and cut 
prices 30 per cent, would have to sell 144 
pipes in the U.S. for every 100 sold pre 
viously just to keep even in dollar earn- 
ings. But he doesn’t have the pipes to 
sell. So he is passing along only a 20 
per cent price ‘cut to the American con- 
sumer. Similarly, Scotch whisky distillers 
lack the supplies and the output to meet 
sales they would make if Scotch whisky 
prices were reduced on the U.S. market 
So they are simply boosting prices in de 
valued pounds to keep dollar prices level, 
thus spreading the dollar gains in Britain. 

What is more, British manufacturers 
aren't eager to shift their exports away 
from European and Commonwealth 
markets to the U. S. market. Such a shift 
would require a lot of retooling and 
marketing arrangements that cannot be 
made without sacrifices. 

American tourists in Britain are about 





-Black Star 


After years of belt tightening and cutting corners: devaluation 
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SCOTLAND SHIPS WOOLENS 


—British Information Services 


CANADA SHIPS WHEAT 


—National Film Board 


Currency juggling affects nearly everyone’s market 


the only U.S. buyers of British goods 
who will make considerable profits out of 
devaluation, but even they won't get the 
full benefits of 30 per cent devaluation. 
Tourist restaurants already are boosting 
prices for foods and wines; servants and 
taxi drivers expect bigger tips from Amer- 
icans. Budgeting carefully, however, a 
couple of U.S. tourists can do on $30 a 
day in London what they previously did 
for $40. 


PARIS 

The French are old hands at devalua- 
tion, but they did not expect Britain to 
cut the price of the pound so sharply that 
French goods can be undersold by British 


FRENCH WINES ARE SOLD AROUND THE WORLD 


competition. Now, however, a plan to 
market French bicycles in the U. S., for 
example, is in the wastebasket because 
British bicvcles can carry lower dollar 
tags than the French. But French inven- 
tories are high and a 15 per cent in- 
crease in sales to the U.S. is expected. 
Wine merchants, like other exporters to 
the U.S., are making careful arrange- 
ments so that the profits of devaluation 
go into their pockets rather than into the 
pockets of their American agents. 

All in all, however, French business- 
men are thinking more about the effect of 
cheap money on their trade with the rest 
of the world. French sales to the U. S., 
after all, come to only about 6 million dol- 








Vs 


N-\ aly Saye 





—French Press & Info. Service 


lars monthly. What is more, most Ameri- 
can tourists who might have taken ad- 
vantage of devaluation to buy in France 
have gone home and won't be back in 
force until next summer. French aim right 
now, thus, is to produce for European 
and other “soft currency” markets, where 
they sell most of their goods. 
Production, once the brightest spot in 
the French economy, is heading into 
trouble with the workingman. For months 
the workers have threatened to quit 
unions that failed to demand a round of 
wage increases to catch up with prices. 
Minor price rises already resulting from 
devaluation are the last straw for French 
workers. Non-Communist unions now are 





ITALY MAKES AUTOS FOR EXPORT 


For some, there will be higher profits; for some, stiffer competition 
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forced to threaten strikes like the Com- 
munist unions in a drive for higher wages. 
Businessmen fear that increased labor 
costs may boost French exports out of 
competition in many markets, canceling 
the benefits of devaluation. 


OTTAWA 

Canada, best customer of U.S., is 
wondering how to pay for all the Ameri- 
can products needed now that the Cana- 
dian dollar buys 10 per cent less in the 
U.S. 

Devaluation in Canada means that the 
bill for American coal, oil, steel and a 
host of other items on which Canadians 
depend is to go up 10 per cent. Sales to 
the U. S. are not expected to rise enough 
to offset this price increase. Britain’s 
spending of Marshall Plan dollars in 
Canada will help, but only temporarily. 

Canadians hope that, when world 
trade settles down, they will be able to 
collect a good many U.S. dollars for 
goods they sell overseas. If this does not 
work out, the Government may put sharp 
limits on imports from the U. S. as it did 
a few years ago. 

Living costs in Canada also will be 
affected by the higher prices that Canada 
must pay for U.S. goods. Labor leaders 
are talking about another round of wage 
increases to meet the price rise. 

Some businessmen, however, question 
whether Canada has cut the value of her 
money enough. They are afraid Canadian 
products will have trouble competing 
overseas with goods from countries that 
have devalued 30 per cent or more. 

In the case of food shipments to Brit- 
ain, there is no worry about an immedi- 
ate drop. This trade is under Govern- 
ment contracts, running to the year’s end. 

Canadians expect, meanwhile, to buy 
more British goods at lower prices. Brit- 
ish goods may replace some from the 
U.S. Still, Canada is to get many essen- 
tial items from the U.S., and she is not 
sure how she will pay for all of them. 


STOCKHOLM 

Sweden is better off than most coun- 
tries in the scramble to cheapen the 
world’s currencies. Stocks of dollar im- 
ports are high and include a two-year sup- 
ply of tobacco. Exporters of wood pulp 
have about 400,000 tons of stocks on 
hand, which now can be moved to the 
best postdevaluation markets. 

Chances are, however, that Sweden’s 
prices won't go much below U.S. and 
Canadian prices. Industry lacks both 
equipment and wood supply to boost 
production in a long price war. For the 
average Swede, devaluation of currency 
means more expensive coffee and coal. 
But a big rise in the cost of living is not 
expected. 

Other Scandinavian countries are not 
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SOUTH AFRICAN GOLD 





—Black Star 


... its value may rise 


so well prepared as Sweden for cheap 
money. Norway, which also devalued, ex- 
pects a heavy loss for Norwegian ship- 
owners, who operate mainly under long- 
term contracts paid largely in a fixed num- 
ber of British pounds. Danes, relying 
largely on purchases of U.S. and Cana- 
dian feed for dairy products sold to Brit- 
ain, complain that their cows, “which eat 
dollars and produce pounds,” are _ ill 
equipped for devaluation of Danish and 
British money. 


FRANKFURT 

A cheaper Deutsche mark in Western 
Germany is a help to American tourists 
vacationing in the Rhine Valley and in 





Bavaria, but it won’t mean much to the 
American taxpayer, who is helping Ger- 
many get along. Pay and supply for 
American troops in Germany is a dollar 
expense involving little German money. 
The Deutsche mark levy on the Western 
German budget, which pays for property 
used by American troops and for the 
salaries of German employes of the oc- 
cupation forces, will remain the same. 
American soldiers, who now can eat in 
German restaurants and buy nonrationed 
German goods, will do a little better, but 
most of them, like the tourists, use free- 
market money rather than the controlled 
and devalued Deutsche mark. 

Chances are that the German Govern- 


JAPANESE RICE 
... its cost may fall 
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ment will increase price subsidies to ab- 
sorb much of the increased cost of food 
bought in U. S. dollars. Maximum rise in 
living costs for German workers, as a re- 
sult of devaluation, probably will be no 
more than 4 per cent. 

Major problem for Germans is pro- 
duction and sales. Target set for Western 
Germany this year is to earn 200 million 
dollars with exports. To do this, after de- 
valuation, Germany is going to have to 
produce and sell about three times as 
much as now is sold for export. What is 
more, Western German exports are go- 
ing to be up against increased com- 
petition from exporting countries that 
have devalued and now can match Ger- 
man prices. 


ROME 
Italian businessmen are wondering if 
the devaluation of most of the world’s 


BRAZILIAN COFFEE 
... selling may be harder 


currencies means an end to the business 
boom they have enjoyed since November, 
1947, when Italy cut the price of the lira. 
In that time Italy has kept controls of 
trade down to a minimum, moving the 
goods Europeans wanted at prices they 
could afford to pay. As a result, Italy has 
a reserve of about 225 million dollars 
built up for a rainy day, though the 
country still leans heavily on U. S. aid. 
Now, however, cheap money elsewhere 
is going to mean a tightening of competi- 
tion on price and delivery, which Italy 
has not encountered to date. Italian autos, 
for example, will meet stronger rivalry 
from British and French auto makers in 
Scandinavian and Latin-American mar- 
kets. What is more, Italian industry, 
overmanned by law to keep people busy, 
is hiring few new workers. Unemploy- 
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ment, now affecting 2 million persons, is 
rising faster than the birth rate. 


JOHANNESBURG 
Gold, the metal that is South Africa’s 
chief export to the rest of the world, is 
taking this country willy-nilly into an- 
other inflationary boom. The devalua- 
tion of Britain’s currency, followed by 
South African devaluation, has tripled 
the values of shares in some of South 
Africa’s mines. Gold, in the mine and 
out of it, is worth more in almost any 
currency of the world except dollars. 
Gold production is rising swiftly; gold 
mines containing low-grade ore are 
worked again; real estate values in Johan- 
nesburg have climbed 15 per cent in a 
week. 
The boom is the more welcome because 
it is pulling Johannesburg out of a deep 
depression. South Africans are short of 
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ARGENTINE SHEEP 
. .. wool is no cheaper to Britons 


both pounds and dollars. Now, thanks to 
devaluation, they are going to be pound- 
rich and their money will be spent mainly 
in the British Commonwealth. But the 
Government will be slow to release con- 
trols on imports and will have to consider 
the dangers of inflation. 


TOKYO 

Rice for the Japanese worker is likely 
to cost less as a result of currency juggling 
around the world. Dollar price of the 
Japanese yen remains the same as before, 
but the Japanese now are in a position to 
buy rice, wheat, cotton, iron ore and wool 
from the sterling area at lower prices in 
ven. Aim of U.S. occupation authorities 
and of the Japanese Government in hold- 
ing out against devaluation, at least for a 
while, is to force Japanese exporters to 


—— 


cut prices 20 to 30 per cent by reducing 
excessive profits and increasing efficienc, 
Right now, Australia, for example, is byy. 
ing no more Japanese steel, waiting fo, 
prices to come down. A few months of yp. 
certainty for Japan probably lies ahead 
before there is a final decision. 


RIO DE JANEIRO 

Latin-American countries in general are 
expecting to buv more manutactured 
goods from Europe as the result of the 
shuffling of currency values abroad. Mos 
of these countries cannot raise the dollars 
necessary to finance purchases they want 
to make in the U.S., and devaluation 
makes European goods more attractive, 

Britain is expected to get the biggest 
share of this Latin-American business, 
Although American goods are highh 
popular, the people are sold on British 
products, too. 

On the other hand, Argentina, Brit. 
ain’s biggest customer in this area. is not 
likely to make much change in her buying 
at the moment. Most of her trade with 
Britain, including part of her wool ex 
ports as well as foodstuffs, is covered by 
a five-year agreement that fixes the value 
of the pound at its old rate. 

Financial circles look for several coun- 
tries south of the U.S. to devalue their 
currencies in order to bring them into 
line with the new values abroad. Some 
businessmen believe that many Latin- 
American countries will have to reduce 
the value of their money if they are to 
compete with British dominions in selling 
goods to Europe. Brazil, for example, 
may find stiff price competition from 
parts of the sterlimg area when she at- 
tempts to sell coffee in Europe. 

General opinion is that Brazil will cut 
the price of her cruzeiro in the next few 
months. The feeling has been, too, that 
devaluation of the Argentine peso has 
been Jong overdue and that Uruguay, a 
competitor of Argentina for European 
markets, has to go along with her. 

Chile and Ecuador are expected to 
scale down the value of their money and 
there is a good chance that Peru will 
follow suit. Not all countries south of 
the U.S. are likely to devalue within the 
next few months, however. 

Mexico’s money, for example, already 
has gone through the wringer: her peso 
has been cut from 4.65 to 8.65 for $1. 
Colombia has announced that she will 
make no change. Venezuela, with big 
dollar balances, is under no pressure. 
Cuba, the Dominican Republic, Guate- 
mala and Panama are keeping their 
money on a par with the dollar. These 
countries hope to avoid devaluation, but 
some countries of Latin America are ex- 
pected to dump their currencies on the 
dollar bargain counter like most of the 
rest of the world. 
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BIGGER AND BETTER PENSIONS? 


Unions Want Security, But Trouble Is Ahead 


Campaign is on for bigger and 
better pensions. Nearly every- 
body, 65 or more, gets something 
under plans now in the works. 

Private pensions, demanded 
by unions, are only one phase. 
Government wants to boost So- 
cial Security, add it on. 

Result, if all plans come true, 
is that some workers, when re- 
tired, will get more money than 
they made on the job. 


This country is being swept by a 
wave of demands for security against 
sickness and the hazards of old age. 
Union leaders are ready to shut down 
basic industries to get protection for 
members who might live to be 65 
years old. 

In Congress, plans are being pushed to 
make 1950 “Social Security year.” There 
is to be action to increase benefits for 
those who retire, and to provide pay 
checks for those who become disabled. 
Congress is moving toward a special old- 
age pension for veterans. Unions are out 
to force industry to set up more and big- 
ger company plans to be superimposed 
on all that Government provides. 

Pensions are being piled on top of pen- 
sions. In some industries the promise is 
being held out to workers of a life of ease 
after 65, with a standard of living that 
for some will be higher than during 
years of work. Whether that promise 
can be kept, at the expense of those who 
continue to work, remains to be seen. 
But it is a promise that is raising im- 
portant issues. 

The chart on page 30 shows the pen- 
sions in effect or demanded in two indus- 
tries, supplemented by promises that 
Government is planning to make next 
year. 

A coal miner, as one example, is 
promised a pension of $100 a month 
after he reaches 65. That promise, made 
two years ago, already is wavering. The 
mine-union welfare fund, supported by a 
royalty of 20 cents per ton of coal mined, 
is being drained of cash. But the promise 
to pay still stands. 

The married miner who retires after 
20 years of work at an average monthly 
wage of $200 is promised an additional 
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Rising Pay-Roll Taxes 


Present law: Worker and employer 
pay, on wages up to $3,000 a year: 
Each Total 


Through 1949 1% 2% 
1950-51 1% 3% 
1952 and on 2% 4% 


Proposed law: Worker and employer 
pay, on wages up to $3,600 a year: 


Each Total 
1950 1% 3% 
1951-59 2% 4% 
1960-64 22% 5% 
1965-69 3% 6% 
1970 and on 3%% 6%2% 











$63 a month under the Government's 
plan. That makes $163. 

A still bigger Government pension— 
$99 a month—is promised by a bill now 
making progress in Congress. And the 
war-veteran miner stands to get another 
$72 a month from a bill that has passed 
the House by a 3-to-1 vote. Taking ad- 
vantage of all these, the retired miner 
could come up with $271 a month, with- 
out working after 65. That’s more than 
this miner makes by working. 

A steelworker is another case in 
point. He is told, by a presidential fact- 
finding board, that he should get a pen- 
sion of $70 a month from industry. The 
Federal Government then is expected to 
come through with bigger pensions—$99 
a month for a steelworker retiring after 
the same work experience as the coal 
miner. With the projected pension for 
veterans, he retires on $241 a month. 

An auto worker, in the Ford Motor 
Co. plants, expects a company pension of 
at least $50 a month. If he is a veteran, 





Higher Social Security 
(Retired worker and wife, both 65) 


If worker’s average monthly wage 
was: He gets per month: 





— 
In retiring after 
10 years of insured 
employment 

— 
Now Proposed Now Proposed 


$50 $33 $39 $36 $40 


In retiring after 
20 years of insured 
employment 





100 41 79 45 80 
150 50 87 54 91 
200 58 94 63 99 
250 66 102 72 107 
300 66 110 72 116 











his total income in retirement, after the 
same work experience as the steelworker 
and the miner, comes to $221 a month— 
after Government plans go through. 

An electrical worker, too, is in line. 
A monthly pension of $100, paid for by 
industry, is being demanded by electrical 
workers. If they get it, their grand total 
of pensions in time can match the $271 
a month in prospect for miners. 

These plans show the trend. Pensions 
on this scale do not now exist. But the ex- 
amples show the direction that is being 
taken. Two systems of providing against 
old age are growing up at the same time. 
Each is promising more and bigger bene- 
fits for growing numbers of people. 

What is to happen, eventually, is 
indicated by a look at each system. 

Private system, one that unions are 
demanding, is made up of 12,000 sepa- 
rate company plans. In 3 out of 4 of 
those plans, workers and employers share 
the cost. But 3 out of 5 of the 4 million 
workers covered are protected by plans 
paid for entirely by the employer. Unions 
now are plugging for the plans under 
which employers pay the entire cost. 

How big that cost can be is shown by 
applying the coal miner’s $100 pension 
to all U.S. To pay that pension to the 11 
million persons now 65 years of age or 
older would cost more than 13 billion 
dollars a year, even without allowance 
for building up of a reserve fund. 

Government system is a contributory 
plan—worker and employer each pays 
half the cost. At this time, 35 million 
workers and their families are covered 
by this system, including most of the 4 
million workers in private plans. Now, it 
is planned to extend the federal system to 
11 million more workers. 

It is planned, also, to raise the level of 
benefits in the federal plan. For workers 
already drawing these benefits, an in- 
crease of 70 per cent is scheduled. For 
workers who retire in the future, benefits 
would be doubled. The table at the bot- 
tom of this page shows what is planned 
for workers at different wage levels. 

Resulting cost, to workers and employ- 
ers, is scheduled to build up to 6% per 
cent of pay rolls. That level, however, is 
just the beginning. Official estimate of 
cost for the full Administration plan for 
health and welfare is, in time, 15 per 
cent of pay rolls. At present levels of in- 
come, that’s 21 billion dollars a year. 

At issue is the question of whether 
to keep and expand both the private and 
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the Government systems, or to SCTap One 
of them. 

What Social Security officials fear jg 
that private plans, which favor particula, 
groups of workers, are pushing out a pub. 
lic plan designed to protect all workers 
Before Congress can get around to ey. 
panding the Government plan, another 
1 million or 2 million workers in jm. 
portant industries may be protected }y 
private systems paid for by employers. 
If that happens, industries that already 
are paying for security plans are expected 
to oppose any increase in Government 
pensions and pay-roll taxes. 

Steel companies, for example. are ex. 
pected to balk at a Government plan that 
—added to the system demanded by steel- 
workers—means an eventual pay-roll cost 
of at least 15 per cent for the companies 
and a pay-roll tax of 7% per cent for 
steelworkers. 

One result of the clash between two 
systems, thus, may be that Government's 
plan for all workers will get less and 
less emphasis from Congress. If that 
should happen two out of every five 
workers may get no Government pro- 
tection. And, for the three others. Gov- 
ernment pensions probably will remain 
so small that few workers will be able 
to afford to retire on them. Workers fa- 
vored by private plans, however, will 
retire on high incomes. 

A different result is expected if both 
systems are kept and expanded. What 
Government officials see in this course is 
a pension burden that grows until it col- 
lapses. 

Population, for one thing, is growing 
older. Where today there are 11 million 
individuals 65 or older, by 1975 there 
wil! be 20 million. And if cures now prom- 
ised for diseases of old age are developed, 
those official estimates will turn out to 
be low. 

Cost of carrying two expensive pension 
systems, thus, is expected to grow stead- 
ily. A crack-up, if the systems are ex- 
panded as now planned, is regarded as 
likely. And, if that collapse does not re- 
sult, then officials foresee pension costs 
bringing on a period of inflation that will 
make monthly benefits worth little. Ex- 
perience of the person who bought an 
annuity in 1939 is an example of what 
can happen. Benefits of that annuity, at 
today’s prices, are worth little more than 
half what had been expected. 

Decision, in favor of one system or 
two systems, is what is forming now. If 
liberal, but costly, private pensions paid 
for by industry are given to millions of 
workers, then, in the opinion of many 
officials, there will be little chance of 
getting employers to help pay for a more 
liberal Government system for all. Re- 
sult may be high pensions for some work- 
ers, relief lines for others. 
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>> Atomic explosion inside Soviet Russia means this to people in Europe: 
Russia is stronger than people gave her credit for being. 
U.S. has no atomic monopoly, after all, can't threaten Russia with bomb. 
Soviet industry has recovered from World War II faster than expected. 
Soviet know-how now commands respect. U.S. has no monopoly there, either. 
Soviet military power in Europe, dominating the Continent since 1945, now 
is overwhelming. Russia adds the bomb to her superiority in troops, planes. 
Soviet political power, as a result, is up another notch in Europe. 
Balance of power is thus a standoff between U.S. and Russia, with Russia 
having the edge in Europe. Geography, plus man power, gives her this edge. 
It's true U.S. has a head start of four years in producing bombs, has an 
industrial plant far superior to Russia's. But the simple fact that Soviet 
Russia has discovered America's big secret, apparently can drop an atomic bomb 
on Western Europe if it chooses to, forces Europe to take a new look at things. 

















>> In the light of this new situation in Europe..... 

Ties with U.S. may not seem quite as important as they have been. 

Atlantic Pact isn't quite as good an insurance policy as it first seemed. 

Local Communists--in France and Italy, especially--can catch their second 
wind, maybe pick up some new members. They may have to be taken more seriously. 

Quarantine of Russia may no longer seem such a good idea. Resumption of 
more normal trade, more normal relations, is likely to be advocated now. 

Trend in Europe's capitals, in short, is toward a new set of policies that 
involve Europe's relations with the U.S. and Russia. Europe's diplomats will be 
taking a fresh look at their existing commitments to the U.S., studying whether 
it may not be wise now to edge away from the U.S. a bit, toward Soviet Russia. 

















>> Question of controlling the atom bomb is suddenly much more urgent, too. 

Russia's ideas on international control are now to be dusted off, looked at 
with some respect, perhaps taken seriously. They hadn't been before. 

U.S. idea has always been for a very far-reaching international control, 
affecting ownership of the means of producing atom bombs, and emphasizing the 
need for inspection inside each nation by an international inspection force. 

Soviet idea rejects international inspection, lets each nation report to 
to the United Nations on what it is doing in the field of atomic energy. 

Practical effect of this Soviet proposal, of course, is to leave Russia-- 
and all other powers--free to make bombs safe from detection by outsiders. 

Compromise between U.S. and Russian ideas, however, is now more of a possi- 
bility than ever before. How effective compromise might be is something else. 

(over) 
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Otherwise, an atomic race is the alternative to effective international 
control. This race is already well under way. England and Canada have atomic 
piles in operation. So has France, and with a Communist in charge. If no 

international control can be agreed to, the atomic race will go into high gear. 


>> Once Europe's currencies settle down, after that commotion subsides..... 
Period of stability, of rather steady progress, is a real possibility. 
Things can go the other way, of course. But there's basis for hopefulness. 
Swing to right is getting stronger in Britain, France, Italy, West Germany. 
Currency changes mean another push toward the right. First, Communists lost out 
in Western Europe. Now, Socialists are losing out. Trend is to the right. 
Stronger governments may well emerge from the current economic shake-up if 
they can survive first effects. They'll have a better economic base. 
Loosening of controls over business and trade is to be expected. 
Currency barriers, towering obstacle to trade, are on the way down. 
Revival of competition, new emphasis on efficiency, seems in prospect. 
U surge in trade is a distinct possibility. Way is being cleared for it. 























>> Big "if" plainly visible in Europe is whether governments, during next few 
weeks, can control workers and others squeezed by currency changes. 

Britain has the biggest problem, faces the most uncertainty of all. 

France expects some labor trouble, but is in better shape to meet it. 

West Germany is in for some, too, but it doesn't look insurmountable. 

For Italy, fact that 2 million are jobless is the more basic worry. 

Acute problem throughout Western Europe right now is whether governments 
can persuade their people to take a temporary cut in living standards in order 
to get some prosperity and stability later. If governments can't, if they lose, 
then higher prices, higher wages, another whirl of inflation will follow. 





>> It's perfectly clear in London that Britain's Socialist Government faces 

the fight of its life. And the sharpest fighting will be inside the family. 
Conservative opposition is not yet the Labor Party's biggest worry. 
Conservatives tend to favor devaluation, merely ask why cut in pound was so 


deep, ask if Socialists will cut Government costs, really follow through. 
Labor Party itself is the biggest problem for the Labor Government. 


Workers, restless under wage freeze, want raises, not cuts. Price rise, or 
cut in real wages of perhaps 5 per cent, won't go down easily. Some very skill- 
ful compromising is to be needed to prevent a wave of Slowdowns and strikes. 

Left-wingers inside Labor Party are also a problem. They opposed currency 
change, oppose any cut in real wages, oppose any swing to right. They favor a 
sterling empire with high Socialist walls, independent of U.S. and the dollar. 











>> Trend in Britain, nevertheless, is clearly in the opposite direction. 
Sterling empire, insulated against U.S., seems headed for the discard. 
Socialism is compromising with capitalism in order to keep Britain afloat. 
Controls over business are more likely to be relaxed than tightened. 
Nationalization is being soft-pedaled, given a lower priority. 
Dollar investments, much feared by left-wingers, now are being encouraged. 
Government spending is to be reduced--but not, says Sir Stafford Cripps, in 

defense or welfare categories. Britain is to remain a welfare state. 
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PEOPLE STILL EAGER FOR HOUSES 


After 3 Years of Boom, 10 Million Want to Buy 


Wanted: 2 million houses a 
year through 1953. Buyers are at 
hand for all the homes being 
built, and then some. 

Survey shows the housing 
boom is to run on, near the peak. 
Public wants to buy more houses 
than will be built this year. 

Biggest demand ahead is for 
new houses. Ten million plan to 
buy their own homes during the 
next five years. 


After three years of a home-buying 
spree, U.S. families still are in the 
market for a vast number of houses 
in years immediately ahead. 

Demand for homes appears to be 
about as strong for the period between 
now and the end of 1953 as it was in the 
first three postwar years. This is made 
clear by a sampling poll of families, taken 
for the Federal Reserve Board early this 
year by the University of Michigan’s sur- 
vey research center. Results, just made 
public, are shown in the chart on this 
page. 

In the last three years, 1946 through 
1948, about 6 million families bought or 
built houses for their own use. 

In the next five years, 1949 through 
1953, 10 million plan to buy or build. 
This means average sales of 2 million 
homes a year—enough, if plans are real- 
ized, to keep the postwar housing boom 
running at full speed. 

These figures cover only those nonfarm 
families who said they definitely or prob- 
ably would buy houses for their own use. 
They do not include any houses for rental. 
Nor do they allow for any new families 
who might come into the market. FRB, 
making allowances for changes in family 
plans, concludes that the market could 
contract to 7 million or expand to 12 mil- 
lion in the five-year period. 

New houses, rather than used houses, 
are demanded by enough families to keep 
the building industry busy, assuming the 
public’s plans for 1949 are typical of what 
to expect in years ahead. 

At least 1 million of the 2.3 million 
families in the 1949 market wanted newly 
constructed houses. That is more than 
will be built this year for both sale and 
rental. Some of these people will have 
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to buy used houses, or wait until later 
for new houses. 

Outlays for housing have reached 
huge proportions and show little sign of 
diminishing. These expenditures promise 
customers for many industries and a 
cushion for the whole economy. 

Customers for houses in 1949 appeared 
more willing to accept high prices than 
they did a year earlier. 

Homeowners paid 4.5 billion dollars 
on their mortgages in 1948. Improve- 
ments and repairs to homes cost 6 billion 
dollars, a new record. Taxes amounted 
to nearly 2 billion dollars. Renters paid 
their landlords 7 billion dollars. Thus, 
total of housing costs of American fam- 
ilies for one year was well over 19 billion 
dollars. 

Clues to markets for houses, home 
improvements and goods of many kinds 
are provided by the survey. 

Younger families, those headed by 
men 25 to 44 years old, are the most 
numerous buyers of homes. 

Small cities and towns have 
homeowners than cities above 50,000. 

Homeowners, as a rule, have higher 
incomes than renters. Owners represent 
60 per cent of family income. Renters, 
nearly as numerous, represent 36 per 
cent. Seven out of every 10 families with 
more than $7,500 of income own their 
homes. 


more 


10 
million 
homes 
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Home equities constitute a major 
portion of family assets. Owners value 
their homes at about 180 billion dollars, 
at current prices. Of this, about 148 bil- 
lion dollars is debt-free. 

Homes are owned by 20 million non- 
farm families, a rise of 1.5 to 2 million in 
1948. Fewer than 18 million pay rent. 
The rest occupy. quarters that, for one 
reason or another, are rent-free. 

Debt on homes does not appear heavy 
enough to rule many owners out of mar- 
kets for other things, including home 
additions and improvements. About 55 
per cent of homes are free of mortgage 
debt, and annual payments on the others 
average less than $500. 

Turnover in the housing field suggests 
an active market. Half of U.S. home- 
owners have bought since Pearl Harbor, 
and three out of 10 since the war. Two 
out of every 10 nonfarm families moved 
at least once during 1948. 

Construction rate for new homes 
so far in 1949 supports the survey find- 
ings. The building industry has been turn- 
ing out houses this summer at around 
100,000 a month. Now the Government 
is making plans for new programs of easy 
credit for house buyers. The public is 
a little more selective about quality and 
price. Still there appears to be no short- 
age of customers for good Jouses, at 
prices the public can afford to pay. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’’ 

GEORGE WASHINGTON 








VALUE OF FACT-FINDING BOARDS 
AN INTERVIEW WITH JUDGE SAMUEL I. ROSENMAN 


Member of the President's Steel Industry Board 





EDITOR’S NOTE: The effectiveness of fact-find- 
ing boards as a means of bringing settlement of 
labor disputes of major concern has long been an 
important question, but not until recently has the 
issue of rejecting or accepting “recommendations” 
been sharply drawn. 

To what extent is the fact-finding method useful? 

The editors of U.S. News & World Report 
invited Judge Rosenman, a member of the steel 
fact-finding board, to discuss the fact-finding proc- 
ess and how it can be applied generally in indus- 
trial disputes. 








JUDGE SAMUEL I. ROSENMAN has been a trouble 
shooter on some of the Government's most ticklish 
problems. A close friend and confidant of the 
late President Roosevelt, he was called to Wash- 
ington frequently during early days of the New 
Deal. After war broke out he left his position as 
a State Supreme Court Justice in New York and 
became Special Counsel to the President, a job 
he retained until 1946. 

A Texan by birth, educated at Columbia Uni- 
versity, he was a Democratic member of the New 
York State Assembly before going to the bench. 








Q What are the main values of fact-finding boards, 
Judge Rosenman, as a means of settling disputes be- 
tween management and labor? 

A Fact-finding boards have several values. In the 
first place, the fact-finding board provides a last-min- 
ute resort to reason. After the parties have sat around 
the bargaining table until they finally reach an im- 
passe, and after the U.S. Conciliation Service comes 
in and tries to get them together without success, there 
are only two alternatives left. One is to have the strike, 
with all of the disastrous results that a strike entails; 
the other is to come before a fact-finding board and 
carry on the procedure of fact finding which results 
very frequently in avoiding the strike. 

Q Don’t you think the chief barrier to the use of 
fact-finding boards is a distrust of the boards them- 
selves? 

A Very frequently that is so. I have recollections of 
boards where one side or the other of a dispute has felt 
a certain amount of suspicion about the general make- 
up of the board and their social thinking. Fact find- 
ing as a process obtains the best results with panels 
composed of men who, by their reputation and 
qualifications for the job, are able to engender con- 
fidence in both sides and, above all, in the American 
public. 

Q Should the fact-finding boards have the function 
of recommending a solution, or should they be confined 
solely to finding the facts, without giving any recom- 
mendations? 


A I think that without the power to make recom- 
mendations a fact-finding board is deprived of most of 
its potency. It is very difficult for the general public 
to read a long report giving only the facts, and to 
digest it in a short time and to form a very intelligent 
opinion about what ought to be done in order to bring 
about a fair and equitable settlement. For example, the 
question of a wage-rate increase may often depend 
upon some very involved economics and accounting, 
and it seems to me that if a board in such a case were 
merely to state the facts, without drawing conclusions 
and making recommendations, it would not perform 
the function of informing the public sufficiently to help 
them form an opinion about where justice and fairness 
lie. 

Q Do you believe there has been much misun- 
derstanding as to just what is meant by recom- 
mendations? For instance, recommendations on your 
part are not necessarily binding on either party, are 
they? 

A The very essence of fact finding as it is now gen- 
erally understood, and as it should be, is that the rec- 
ommendations of the board should be binding on no- 
body. As soon as you make recommendations binding 
on both sides, it is no longer a fact-finding process; it’s 
compulsory arbitration. 

Now there have been many cases where both sides 
to a labor dispute are willing to submit a decision of 
the case to an arbitrator whose judgment will be bind- 
ing on both sides. But in labor disputes, that, in my 
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“‘l wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





Collective bargaining can be aided by neutral analysts who recommend a 


solution—Politics must be kept out of the selection of a board—Method 


believed best to 


opinion, is a wholly inadvisable process unless both 
sides voluntarily decide in advance to submit their 
cases to an arbitrator, knowing in advance that his de- 
cision is going to be binding on them. With fact find- 
ing, however, the very essence of it is that these recom- 
mendations are to form a basis on which the parties 
might be able to agree among themselves, knowing that 
the recommendations are not binding upon them in 
any way. 

Q Should the recommendations set forth the frame- 
work of a settlement, or should they be so detailed as 
to be immediately capable of being embodied in an 
agreement. 

A The recommendations of the fact-finding board 
should be concerned only with the general prin- 
ciples and framework of the settlement. That is 
what usually stands in the way of an amicable ad- 
justment. Very rarely do a union and an employer 
or employers’ association break up on a small mat- 
ter of detail. Usually it is some larger item or prin- 
ciple that keeps them apart. I think that the only 
thing a fact-finding board should do is to recom- 
mend the general framework of a settlement and 
leave it to collective bargaining between the parties 
to work out the details. 

Q Then you really regard the fact-finding process as 
an intermediate step between the points at which col- 
lective bargaining has reached a deadlock, perhaps, 
and the ultimate step, where collective bargaining is 
resumed? 

A That’s right. I think it is not only an intermediate 
step but a step which, for a number of reasons, helps 
and promotes collective bargaining. But it should not 
take the place of collective bargaining in any way. 


Importance of Timing 


Q Does this mean that there is an opportune or an 
inopportune moment for the interjection of the fact- 
finding board? 

A I think there is definitely an inopportune mo- 
ment. A fact-finding board can be appointed too soon, 
or it can be appointed too late. I think that a fact-find- 
ing board, if appointed at the right time and composed 
of the right men, who carry on their duties in the right 
way, can help and promote collective bargaining, rath- 
er than take the place of collective bargaining or hinder 





restore calm approach to disputes 





-—Acme 


SAMUEL |. ROSENMAN 


or impede collective bargaining. It can do this in a 
number of ways. 

Q In what way does a fact-finding board introduce 
a method of getting the parties together that perhaps 
was not present in the original collective-bargaining 
negotiations? 

A I think that they do that in two different ways, 
each one very important. The first is that the appoint- 
ment of the fact-finding board provides a voluntary 
cooling-off period. Under the Taft-Hartley law there 
is a cooling-off period provided for—but it is obtained 
by injunction. 

Now, it is practically impossible to continue volun- 
tary collective bargaining under the compulsion of an 
injunction. In the ordinary process of fact finding in a 
basic industry, a board is appointed and, at the request 
generally of the President, both sides will agree to for- 
bear until the fact-finding board has had an oppor- 
tunity to operate—forbear, on the one hand, from call- 


(Continued on page 36) 


























ing a strike, and, on the other hand, from locking em- 
ployes out. That is the first way in which they promote 
collective bargaining—by providing a cooling-off pe- 
riod in which there can be a genuine, calm discussion 
of the issues. 

The second way that they promote collective bar- 
gaining is that they furnish for the first time a calm, 
judicial atmosphere in which each side can present to 
the other side the merits of its position. In the ordinary 
case, sitting around a bargaining table, you’re apt to 
find, before an impasse is reached, that each side is 
making extravagant statements about its position and 
about the merits of its case. You will find exaggera- 
tion, and very frequently you will find hotheaded 
arguments. 

On the other hand, when the parties come before a 
fact-finding board, they will have prepared their data 
in systematic, lawyer-like form, in which the data sup- 
porting their position are marshaled in a brief, orderly 
manner. While they present their arguments and the 
facts which they claim support their position to the 
fact-finding board, they are at the same time present- 
ing the arguments and merits of their respective posi- 
tions to each other, and this occurs for the first time in 
a calm, orderly atmosphere only after the fact-finding 
board is in session. 

Q Then you would say that this affords an oppor- 
tunity to get rid of the emotional aspects of negotia- 
tions that so often make for hard feelings? 

A Yes, I would. There are sessions around a bar- 
gaining table where emotions get pretty high among 
the parties, where in support of respective positions 
all kinds of extravagant statements are made and per- 
haps personal abuse indulged in—all calculated to in- 
cite tempers rather than to keep them cool and calm 
and reasoned, which is the kind of mental attitude best 
fitted for a solution of any labor dispute. 

Q But where are we going to get men who can be- 
come familiar with these intricate questions in these 
various industries, and be able within a relatively short 
time to come up with recommendations that both sides 
will agree to? 

A Well, it is possible to find those men. I think per- 
haps the best men are those trained in dissecting evi- 
dence, men who are used to weighing evidence as proof, 
men who are used to weighing economic data as well as 
sociological data. I don’t think there is a dearth of that 
type of men. 


Test of Qualified Fact Finder 


Q Do you believe we should have economists and 
lawyers and men of analytical experience for these 
boards, or do you think that men who have had ex- 
perience in labor-management relations per se are the 
better ones for these boards? 

A The test of good personnel for these boards is 
the ability to analyze evidence and facts. They 
do not necessarily have to be economists or law- 
yers. A board can employ economists and lawyers 
on their staff, and a board can also hire people who 





are trained in labor-management questions. The chief 
essential of a good member of a presidential fact-fing- 
ing board is to have an open mind to start with—with 
no prejudices, promanagement or prolabor. 

He should be a man who is able to listen to evidence 
impartially, analyze it, and find where the truth lies 
and where it doesn’t lie; who is able to inquire of the 
two parties or direct and supervise independent fe- 
search when he is seeking for further truth; who, above 
all, is able to understand the human motivations which 
go into the acts and relations between employer and 
employe. 


Inadequacy of Permanent Panels 


Q Do you think that it might be possible to set up a 
system of rotating panels with outstanding men 
selected for such service? 

A The trouble with that would be that the type 
of man who does best on these panels is the type 
of man who would not want to devote all of his time 
to that work, going from one industry to another. It is 
work which does not compensate adequately for the 
time and effort which is put in, and the real compensa- 
tion which a man has is a feeling of rendering public 
service. While you can get boards to do this at periodic 
times, I doubt whether you can get that type of man 
to sit on boards continuously. 

Q Should the fact-finding boards be appointed at 
state and city levels in local disputes? 

A I think fact-finding boards can do their best job 
in critical disputes where a basic industry is involved, 
and not in all industries. They perform their best func- 
tion when they are appointed on the highest level, 
namely by the President, and where they deal with 
basic industries where a strike would seriously affect 
not the mere convenience but the actual welfare of the 
nation. 

The reason I say that is that in a basic industry the 
public has an even greater stake than either the em- 
ployer or the employes. So far as the employer is con- 
cerned, it is a matter of dollars and cents, and so far as 
the employe is concerned it is a matter of cents per 
hour in his wages and in fringe benefits. But so far as 
the public is concerned, the whole economy is being 
damaged irretrievably every time an industry like steel 
shuts down—or rail transportation or coal. 

The public has an interest in those industries which 
is paramount—a stake which is more important to the 
economy of the United States and to the national de- 
fense of the United States than it is to either employer 
or employe. 

The board shouldn’t be a substitute for collective 
bargaining; they are there to help promote collective 
bargaining in order to help prevent a strike which 
would have the effect of crippling the economy and, 
in fact, hurting our national defense. That does not 
mean that you should have a fact-finding board for 
every strike in a drugstore or a restaurant. 

Q You spoke of public opinion in its relation to 
these fact-finding boards. Is it your idea that in major 
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controversies the fact-finding board is really the repre- 
sentative of the public interest? 

A In these hearings, the fact-finding board sits as 
the eyes and ears of the public, listening to the evi- 
dence and forming its own opinion. Obviously the 150 
million people of the United States can’t listen to the 
evidence, so the three members of the fact-finding 
board act as their eyes and ears during the hearing. 
One of the most important weapons which either the 
employer or employes have when they sit down around 
a bargaining table is the force of public opinion. There 
isn’t anything which equals that force as an influence 
in the discussion of a labor dispute. Because of that, 
even before the time for bargaining arrives, each side 
begins courting public opinion usually by issuing press 
statements and other types of propaganda. 

The chief function, or one of the chief functions, 
which the fact-finding boards perform is to help inform 
public opinion—all the millions of people of the United 
States who can’t get into the courtroom to listen—to 
help form public opinion by presenting to the public 
the facts as they are disclosed and making their rec- 
ommendations when they are formed. 


Danger If Politics Enters 


Q Then you would say that political considerations 
should be entirely eliminated from the matter of ap- 
pointment of the boards, or from the controversies 
themselves, so far as possible? 

A Political considerations—as they are popularly 
understood—should have no importance at all, either 
in the appointment of the board or in the formation of 
their recommendations. The American public is an 
educated, well-informed public, and it knows very 
quickly whether a decision is political, or whether a 
decision is based on merits. 

If a board is appointed politically, or forms its rec- 
ommendations politically, the American public is very 
quick to discover it; and instead of helping form pub- 
lic opinion in favor of the recommendations, that fact 
will probably succeed in turning public opinion against 
the recommendation. 

Q Would you favor an amendment to the Taft- 
Hartley Act so that the fact-finding boards provided 
in that law would have not just powers of inquiry, but 
powers of recommendation? 

A I certainly would. I think that powers of inquiry 
are futile—and have been so proven by experience un- 
der the Taft-Hartley Act—without the culminating 
touch of the power to form an intelligent conclusion 
and to recommend that conclusion to both sides and 
to the public. As a matter of fact, in the present session 
of Congress there were several amendments proposed 
to the Taft-Hartley Act, and the one amendment 
which seemed to find universal favor was the amend- 
ment designed to give the Taft-Hartley boards power 
to make recommendations. That amendment failed, 
along with the rest of the package of amendments, but 
I think that the power of recommendation is an essen- 
tial power which a fact-finding board should have. 


Q Is there anything in your experience which war- 
rants the assumption that the appointment of fact- 
finding boards means Governmental fixing of wages or 
other conditions of employment? 

A I find quite the contrary. I find that the appoint- 
ment of a fact-finding board does not mean that Gov- 
ernment is going to step in to fix wages or any con- 
ditions of employment. It means only that three im- 
partial individuals have been appointed to represent 
the public and the public interest, and to find the facts 
and make recommendations to the public and to the 
parties. It is then left to the parties themselves to de- 
termine in collective bargaining whether they want to 
take the recommendations or not. 

The appointment of a fact-finding board does, how- 
ever, express the Government’s great interest in avoid- 
ing a strike in basic industries. In a basic industry like 
steel, on which our national defense depends so strong- 
ly, it is foolish to say that Government has no interest. 
It has a deep interest—an interest which is deeper than 
the employer’s or employe’s interest. The Government 
expresses that interest when it appoints a fact-finding 
board to help the parties reach a settlement among 
themselves. 

I have studied labor relations for many years and 
have watched efforts within the Cdngress and without 
the Congress to find other means by which the Govern- 
ment can express that interest in a better way, in order 
to prevent crippling strikes in basic industries. There 
have been a great many expedients suggested, but so 
far there has been none that can work so well as a part 
of the democratic process as a fact-finding board with 
powers to recommend, but with no powers to compel 
the parties to agree to its conclusions. 

I don’t believe that anything has been suggested 
either in the Congress or out of the Congress which has 
the beneficial effects of fact finding and which, at the 
same time, does not violate the democratic process 
either by compelling workers to work involuntarily 
under conditions which might amount to involuntary 
servitude—or, in the alternative, by requiring em- 
ployers to accept recommendations and findings which 
might deprive them of property. 


Stimulus to Bargaining 


Q In a nutshell, you hold that, properly used, fact 
finding can be a stimulus to collective bargaining? 

A I do. I think if properly used it will stimulate 
and promote collective bargaining; it will help the 
parties reach agreement in a calm atmosphere of rea- 
son rather than one of passion and strife; and it will 
frame its decisions in the general framework of the 
public interest and in the interest of the general econ- 
omy and continued productivity of industry, leaving 
details to continued collective bargaining. I think, fur- 
thermore, that it is a process designed to promote a 
feeling of responsibility on both sides, not only to see 
that both sides get a square deal, but to see that the 
public interest is promoted and preserved as best it 
can be. 
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> Herbert A. Bergson tends to regard 
himself as a cop on a beat. Some sections 
of American business are beginning to 
take the same view. 

Mr. Bergson, a conscientious, hard- 
working Assistant Attorney General, is 
head of the Justice Department’s Anti- 
trust Division. His “beat” is the realm of 
business combinations and practices that 
may violate the antitrust laws. 

A zealous young trust buster with a 
New Deal background, Mr. Bergson, 40, 
is equipped with the biggest antitrust 
appropriation in history. He is tackling 
such giants as Du Pont, General Motors, 
U.S. Rubber, the A & P stores, the big 
meat packers. More suits are in prepara- 
tion. The number of cases filed is sharply 
increasing. 

In fact, Mr. Bergson is becoming a 
trust buster who may outrank such figures 
as Theodore Roosevelt, George E. Wick- 
ersham and Thurman Arnold. His cases 
produce big headlines and intense con- 
troversies. There is a growing dispute as 
to whether business bigness, in and of 
itself, should be checked by Government. 

Businessmen are thoroughly, and per- 
haps a little uneasily, aware of these 
things. But they know very little about 
Mr. Bergson, himself. He, as modest as 
he is busy, keeps to the background. Yet 
his ideas, methods, personality and ex- 
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Business Is Not Necessarily Bad in Itself 


perience are basic to a situation of rapidly 
growing importance. To examine them: 

Ideas. Mr. Bergson says: “Of course, 
monopolies do not just happen.” 

As he sees it, they are nourished by 
restraints of trade, some of which may 
be small in themselves but which multi- 
ply into monopoly. Consequently, he 
thinks an effective antitrust program must 
attack monopoly where it already exists 
and also drive against the restraints of 
trade that lead to monopoly. 

“Monopoly power in this nation seldom 
shows up in the form of one huge cor- 
poration dominating an entire industry,” 
he says. “Instead, it is to be found in 
those industries controlled by a few 
large companies—the Big Threes or the 
Big Fours—following policies and prac- 
tices which avoid any real competition 
among themselves and which at the same 
time enable them to maintain their domi- 
nant positions.” 

As to over-all philosophy, Mr. Bergson 
thoroughly agrees with Senator Joseph C. 
O’Mahoney (Dem.), of Wyoming, a con- 
gressional antimonopoly crusader. Both 
think the welfare of farmers and workers 
is seriously jeopardized by a concentra- 
tion of economic power and wealth. Big 
business, in this view, has swallowed up 
little business and now is in danger of be- 
ing swallowed itself by big government. 
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INTO HIS OFFICE COME 5 COMPLAINTS A DAY 
The tempo of the antitrust drive is increasing 





To turn this trend, Mr. Bergson and 
Mr. O'Mahoney think little business must 
be encouraged to prosper by the elimina. 
tion of monopoly and by what they con- 
sider the restoration of a private-enter- 
prise system free from arbitrary controls 
by either big business or big government, 

Bigness. Mr. Bergson says he does not 
condemn bigness as such and that his 
program does not contemplate such an 
attack. Certain industries, he thinks, are 
of such a nature that their units must be 
big if they are to operate effectively. 

“T have no doubt,” he says, “that many 
companies have achieved their position 
simply by selling more goods, broadening 
their lines, extending their markets, and 
so on. This is highly commendable and 
completely within the American tradition 
and the fundamental concept of a com- 
petitive economy. 

“It is my guess, however, that you will 
find more often than not that other factors 
less clearly identified with the traditional 
competitive concept contributed to their 
dominance.” 

Among these “other factors,” he men- 
tions “the trend toward excessive con- 
centration, mergers, consolidations and 
acquisitions” of one business by another. 
And he is not ready to agree that in all 
cases bigness promotes efficiency. He is 
skeptical of the claims of superefficiency 
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The personalities change, but the philosophy does not 


that are made for some mammoth con- 
centrations, particularly where “they 
represent, not a single integrated, co- 
ordinated unit, but a conglomeration of 
separate plants operating independently 
of each other in every respect except that 
of ownership.” 

Methods. With these theories to guide 
him, Mr. Bergson puts in a gruelling 10- 
hour day patrolling the beat assigned to 
him. On each of those days, the Division 
receives an average of five complaints of 
antitrust-law violation. These come mostly 
from businessmen who think they are 
being hurt by monopolistic practices. A 
very few cases are originated by the 
Government itself. 


~Plummer from Black Star 
SENATOR O‘MAHONEY 


a warning to monopolists 
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Promising complaints are turned over 
to the. Federal Bureau of Investigation 
for inquiry. After the FBI has eliminated 
insubstantial complaints, Mr. Bergson still 
must make a selection of the cases to be 
prosecuted; for the Division, he says, 
does not have enough men to pursue all 
that might be brought to trial. 

The selection is based on the impor- 
tance of the case in question to the whole 
economy. 

“We do not give the same priority to 
cases involving pogo sticks, or mink coats, 
or gold-plated bathroom fixtures that we 
give to cases involving food, housing, or 
those affecting basic industries,” he says. 

It remains for Mr. Bergson to decide 
whether civil or criminal prosecutions 
shall be instituted. Always painstaking, 
he studies the evidence and attempts to 
seek out the course that would most 
effectively remedy the situation. But: 

“Where there is a flagrant and willful 
violation of law, we generally bring crim- 
inal action,” he says. “The evidence in 
every criminal case is carefully studied by 
me before I'll sign an indictment 
When I sign an indictment, I am con- 
vinced that the defendants named therein 
have willfully violated the law. Upon 
conviction in those cases where the evi- 
dence shows a wanton disregard of the 
antitrust laws, I will continue to seek 
jail sentences.” 

No one, however, has ever gone to jail 
for antitrust-law violations, although jail 
sentences sometimes have been recom- 
mended by the Division. The courts have 
been content with fining those convicted. 

Career man. Mr. Bergson, a career 
man in the Justice Department, had 
had no previous connection with the 
Antitrust Division when he was chosen 
to direct it in June of last year. But he 
had been interested in the monopoly 
question, had studied it and had arrived 


at some general conclusions on the subject. 

After Harvard and Harvard Law 
School, Mr. Bergson left a sure-thing 
prospect in his father’s prominent Boston 
law office to entér the Justice Department 
in 1954, when the New Deal was just 
hitting its stride. In 14 years—with two 
years out for wartime service in the 
Coast Guard—he climbed the depart- 
mental ladder through a variety of jobs. 

He made his presence felt in the Anti- 
trust Division almost at once. Observers 
say he wanted to move even more swiftly 
than did Attorney General Tom Clark, 
now a member of the Supreme Court. 
Mr. Clark supported him, however, and 
Mr. Bergson apparently has the backing 
of Mr. Clark’s successor, Attorney Gen- 
eral J. Howard McGrath. 

In the fiscal year 1949, roughly Mr. 
Bergson’s first year in office, 57 antitrust 
cases were filed, 31 of them civil and 
26 criminal, as against 34, evenly divided 
between civil and criminal, in the previ- 
ous vear. In Mr. Bergson’s year, too, the 
Division won 21 civil and 21 criminal 
cases, filed by his predecessors, while los- 
ing two civil and seven criminal suits. 

Information wanted. Mr. Bergson, a 
man who divides his time between office 
and home and has no hobbies, welcomes 
the complaints that businessmen bring to 
the Division. Work of the Division, he 
says, is based primarily upon them. 

He, himself, draws the comparison with 
the cop on the beat. 

Existence of an effective antitrust or- 
ganization, like the existence of the police- 
man, he says, gives assurance that to a 
considerable extent persons disposed to 
violate the law will conform to it, instead. 

“Again, like the policeman on the 
beat,” he adds, “our work is never done.” 

Mr. Bergson obviously intends to dig 
into much of the Division’s unfinished 
work in the period just ahead. 
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(This article represents the result of an 
extensive research on a problem of out. 
standing importance in National Affairs.) 


U.S. MARKETS OPEN WIDER 


Lower Duties and Devaluation Let Goods In 


U. S. tariff wall, as a barrier 
to goods made abroad, is about 
gone. Trend is toward free trade 
in most lines. 

Tariff duties, almost halved in 
15 years, are to go still lower. 
Devaluation is to open up the 
U.S. market even more. 

Glassware, china, other over- 
seas products already are under- 
selling U.S. products. Demand 
for tariff protection is to grow 
as competition increases. 


At this time, U.S. is on the verge 
of becoming a free-trade nation. The 
vast American market is to lie open, 
with few barriers, to anybody in all 
the world with anything to sell. 

When the outside world cut the value 
of its money in relation to the dollar it 


wiped out the American tariff wall, in 
effect, for many products. Tariffs, on an 
average, represent about 15 per cent of 
the value of imported products that are 
subject to duties. Foreign sellers, by 
lowering the value of their money 30 
per cent, made possible price cuts that 
could equal or exceed the amount of 
the tariff. The American tariff no longer 
is the barrier to trade that it was. 

Tariffs are about to be reduced again, 
too. President Truman possesses power, 
just given by Congress, to make further 
cuts in tariffs between now and June 12, 
1951. That power can be used to remove 
almost any trace of restriction that tariffs 
might impose, even after currency de- 
valuation abroad. In effect, instead of 
keeping up a wall against foreign prod- 
ucts, U.S. will dig a hole where the 
tariff wall once stood. 

The accompanying chart shows what 
has happened to this country’s tariff wall 
during the last 15 years, and what now 
can happen to it under power the Presi- 
dent holds. 

In 1934, duties equaled 28.3 per cent 


of the value of dutiable imports, on the 
basis of 1947 import values. 

By 1949, on the same basis, duties 
are down to 15 per cent. 

In the future, duties can be cut to 
9.6 per cent, on the average, if the Presi- 
dent exercises his full authority. 

Actually, in the case of many prod- 
ucts, tariffs haven’t been a major block 
to sales by other countries for years. Two 
thirds of all U.S. imports enter the 
country free of any tariff charge. Goods 
on the free list include coffee, tea, iron 
ore, raw furs, natural rubber, wood pulp, 
newsprint. Some common manufactured 
items, such as typewriters, can be im- 
ported duty free. 

New tariff cuts are due to be an- 
nounced soon. That will add fuel to com- 
plaints of those U. S. producers who bear 
the brunt of foreign competition. Many 
more manufacturers, merchants, farmers 
and labor unions may find themselves in 
that group, now that devaluation is low- 
ering foreign prices and making competi- 
tion possible on a wider scale. 

The new tariff cuts result from recent 








Lowering the Tariff Wall: How Much Further It Can Go 
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negotiations at Annecy, France. Ten 
more countries joined the tariff-cutting 
agreement that U. S. helped to negotiate 
jn 1947. 

The upshot is a prospect for sizable 
extra cuts in the protective duties on a 
number of products. Some of them are 
competitive with U.S. home-produced 
goods. Italian cotton goods, for one thing, 
are due to carry a lower tariff next year. 
Swedish surgical instruments were listed 
for probable reductions. Discussions at 
Annecy also covered optical glass, chrome 
ore, saws, razors, many other manufac- 
tured items. 

Butter and paperboard from Denmark 
were among the products on which con- 
cessions were negotiated. A number of 
South American products are involved 
in the new tariff cuts, too. Altogether, 
more than 400 items were the subject of 
trade talks. Through the most-favored- 
nation mechanism, almost any country 
in the world that supplies U.S. with 
these products will get advantage of the 
new declines in customs duties. 

Reforms in customs collections are 
to be attempted also, to make it easier 
for foreign goods to reach U. S. markets. 
Importers say that delays and uncertain- 
ties encountered at the customs barriers 
can be more costly than the tariff itself. 
Five different ways of valuing goods, to 
determine exact tariff charges, are pro- 
vided by existing law. Months sometimes 
pass before goods can be “cleared” for 
U.S. sale. However, any substantial 
changes in this field will require con- 
gressional approval. 

Where competition hurts, the new 
tariff cuts will bring swift and angry re- 
actions. U.S. manufacturers of automo- 
biles, farm machinery, electrical equip- 
ment, household appliances and most 
major products have little to fear from 
tariff changes. They have such big ad- 
vantages in quality of product and manu- 
facturing and selling costs that tariffs 
are of less concern to them now than at 
any earlier time. 

But many smaller industries, and those 
where labor costs are a large percentage 
of production costs, continue to show a 
touchy interest in tariff affairs. They fear 
intensive foreign competition, even where 
they have not yet been hurt during the 
postwar period. Many manufacturers in 
this group can remember “raids” on the 
U.S. market during the 1930s by for- 
eign producers with low-cost goods to 
sell. They see signs that such producers 
are getting back into action again. 

Here are some examples: 

Mining companies are unable to pro- 
duce some strategic metals, such as 
tungsten, at prices low enough to com- 
pete with foreign ores, now that tariff 
rates are low. Tungsten tariff was cut 
from 50 cents a pound to 38 cents, in 
1947. Tariffs on aluminum bauxite, and 
zinc and manganese ores were cut in 
half at the same time. Domestic pro- 
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ducers of copper, lead and zinc have 
been forced to close some mines where 
they could not compete with cheaper 
foreign ores. 

Glassware and chinaware manv- 
facturers are faced with increasing im- 
ports of glassware and china from 
Czechoslovakia, Germany, Sweden, Bel- 
gium and Japan. Imported stemware 
glasses are being offered at 69 cents 
each, compared with $1.16 to $1.35 for 
comparable U. S.-made glasses. A goblet 
made in Japan retails here for 60 cents. 
A goblet of the same quality made in 
Ohio sells for $1.50. Eight-piece cock- 
tail sets imported from Japan are retail- 
ing in New York at $3.95, while com- 
parable U. S.-made sets are $10. 

Imports of household china in 1948 
were double the imports of 1947. De- 
valuation is lowering foreign prices still 
further and domestic ceramics manufac- 
turers are getting set for “hard times.” 

In textiles, imports of yarn have 
forced cutbacks in U.S. plants. Imports 
of woven-wool fabrics doubled last year. 
Tariff duti@&s on woolen goods average 
36.8 per cent of value now, compared 
with 54 per cent in earlier periods. 

Watch manufacturers in Northeast- 
ern U.S. supplied 50 per cent of all 
watches sold in the U.S. during 1935. 
Now, they supply only about one third 
of the market. Imports of Swiss watches 
rose from 1,137,000 in 1941 to 7,829,000 
in 1948. Tariffs on Swiss watches were 
cut about one third in one of the early 
trade agreements. 

There are other cases where low 
tariffs are causing troubles for U. S. pro- 
ducers. About 1,000 fur farms have been 
shut down in recent months because 
Russian furs undersell domestic prod- 
ucts. Independent oil producers are feel- 
ing the effects of increased competition 
from petroleum produced overseas. Toy- 
makers see signs of future trouble in re- 
appearance of Japanese products in big 
quantities—beach balls, for instance, that 
sell for 59 cents, where U.S. balls cost 
$1; cheaper harmonicas, other items. 

Makers of scientific apparatus are con- 
cerned when they find a Japanese bin- 
ocular offered for $30 retail, against a 
$155 price tag on the U.S. product. 
California fruitgrowers are worried about 
competition from Greece and Italy, par- 
ties to the new Annecy agreement. 

These and other groups fought a los- 
ing battle for cautious tariff policies, in 
recent weeks. The Administration won 
its struggle, in Congress, for authority 
to carry on the program leading to free 
trade. But that was before devaluation 
lowered prices on foreign goods, and 
made increased competition possible. 
Under the new circumstances, special 
groups will redouble their appeals for 
tariff aid in months ahead. A review of 
tariff cuts is always possible, but the 
long-range trend is toward a free-trade 
position for the U. S. 
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Although Pittsburgh’s greatest renown 
is associated with industrial achievements, 
the city provides many notable cultural ad- 
vantages for its residents. It is the home of 
Carnegie Institute, comprising famed art 
galleries, museum, music hall and library. 
Its Phipps Conservatory, Allegheny Ob- 
servatory and Buhl Planetarium are out- 
standing. It has a fine Symphony and 
annually presents the world’s greatest 
musicians. A proposed new Civic Theatre 
will be unique among open air amphi- 
theatres. Five colleges and many other 
cultural features are available. 

These facilities are vital to you ‘and to 
the people vou will ask to staff your new 
operations in Pittsburgh. And it is also 
important to know that one of the nation’s 
largest banks has the facilities and the 
desire to serve your Pittsburgh banking 
needs. Your inquiries will be welcomed. 
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BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 
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WHAT STRIKERS STAND TO LOSE 


Pay Loss Could Exceed Gains in Coal, Steel 


Coal and steel supplies, in 
event of long strikes, would keep 
industry running a month or 
more. But layoffs in other indus- 
tries would spread fast after that. 

Miners, with earnings already 
below 1948, could expect a 
bigger drop by end of the year. 
Steelworkers, with no pay raise 
in sight, would be striking for 
benefits they might never use. 

A long strike in coal and a strike in 
steel, if it comes, will have these 
effects: 

Coal stocks for industry as a whole 
will last about two months. Some com- 
panies will be forced to shut down earlier, 
but inventories on the whole are high. As 
the chart on this page shows, the railroads 
have enough coal on hand to last them an 
average of 48 days. The average supply 
available for coke ovens at the steel mills 
is 53 days, and for electric-power plants 
113 days. Many homeowners will find 
themselves with empty bins as cold 


weather approaches. 


How Long Industry’s Coal Pile Will Last 


(Over-all averages of coal supply on hand) 


48 


-days’ supply > 


RAILROADS . 
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53 


days’ supply 
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Steel supplies, while generally large, 
would disappear faster. The pinch in most 
industries, however, would not come for a 
month or so. Auto manufacturers could 
hold out in some cases for two months. 
Some electrical-appliance makers, on the 
other hand, might have trouble operating 
for more than two to four weeks. Short- 
ages of special types of steel would cause 
early shutting down of many plants. 

Workers by the hundreds of thou- 
sands would be affected quickly in loss of 
pay. Miners and steelworkers, with pay 
checks cut off immediaigly, would not be 
the only losers as layoffs spread to other 
industries. 

A miner’s earnings, already below 
a year ago, are not likely to be raised 
much by a long strike. A sizable wage in- 
crease cannot be expected. If the miner’s 
wage rate is increased, the amount of time 
he works probably will be reduced, so that 
his cash income will not rise much. 

When the latest coal strike started, the 
average soft-coal miner had_ received 
about $2,164 in wages for the year. In 
1948, he received $2,453 for the same 
length of time, or $289 more. His 1949 in- 
come has been cut by two previous strikes 
and by a three-day work week in effect 
since July. 


\ 


By the end of the year, the miner's 
earnings may have dropped even more 
than the 12 per cent they now are off. 
Assuming a strike of six weeks, for ex- 
ample, he could take a 22 per cent cut in 
income from 1948. If he goes back to 
work on a five-day week, after such a 
strike, with no increase in his present $15- 
a-day rate of pay, he will average about 
32.777 for 1949, or $786 less than the 
$3,563 he earned last year. 

The strike, of course, probably will re- 
sult in some benefits to the miner, even 
though a pay raise is denied him, but 
these will not necessarily mean cash in his 
pocket. Royalties paid into the miners’ 
welfare fund may be increased, perhaps 
to 30 cents a ton from the present 2(-cent 
rate, but such an increase will benefit 
only a few miners immediately. These 
benefits will be in the form of pensions 
and insurance against injury and sickness, 

A shorter workday, too, is likely to be 
part of any new coal agreement. But if 
the workday is cut from eight hours to 
seven without a reduction in the average 
pay of $15 a day, the miner still will have 
no more money to take home after a full 
week’s work than he had under the former 
agreement. 

The coal industry, reluctant to raise 


7‘ days’ supply 
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59 million pigs born on America’s farms 
this spring are coming to market. 


Meat animals are one crop that can’t 
be stored away for future sale, like grain. 
Pigs keep right on eating costly feeds, 
so they must be sold when they are 
ready for market. 

America’s meat packing companies 
provide a ready cash market. Their pro- 
duction capacities are geared up to handle 
season peak loads. 

The biggest part of this near record 


To market, to market to buy 


59 million pigs 


"Pa 


production must move right out to market 
as fresh pork. This gives consumers 
their biggest supply of pork chops, roasts 
and sausage since the war. 

Some of the meat will be cured into 
hams, bacon and other smoked meats 
to be available to supplement the supply 
of meat during seasons when fewer an- 
imals are sent to market. 

In this way, meat packers help to 


assure a steadier, more dependable sup- 
ply of meat every month of the year. 


American Meat Institute 


Members throughout the U. S. 


Headquarters, Chicago ¢ 
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Is there 
a map of the U.S. 
on your office 
wall? | 


If so, let's take a serious look at it. 
Big country, isn't it? Too big, in 
fact, to successfully serve it all from 
one single location. 


Now look down to midway of the 
eastern half. That's Tennessee. Note | 
how it extends from the Appa- 
lachians to the Mississippi and is 
equidistant from the Great Lakes to 
the Gulf. Logically situated for dis- 
tribution points to the fast growing 
markets in both the Southeast and 
the Southwest. 


network of highways for trucking or 
the air-express or railway express 
routes for quick deliveries and the 
three major river systems for low- 
cost transportation of raw or heavy 
materials. : 


Possibly your map doesn't show the | 


Send for detailed information on 
the advar..cges of a Tennessee loca- 
tion for quick deliveries and short 
haul, low-cost transportation. Ask on 
your letterhead, please. 


Industrial Section 
DIVISION OF STATE INFORMATION 
122 State Office Building 
Nashville 3, Tennessee 





Proven in both Production 
and Markets. .. . 











| 
TENNESSEE,” | 
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coal prices again to pay the cost of in- 
creased benefits to the miners, is worried 
about driving more customers to the use 
of other fuels. Declining demand for coal 
means less work for miners, less money in 
the pay envelope. 

These are among the reasons why a 
coal strike may add up to a loss of pay for 
miners, not only for the time they are on 
strike, but for the vears to come. 

For a steelworker, the cost of a 
long walkout is likely to be expensive, too. 
A cash raise is not in prospect, since the 
presidential fact-finding board rejected 
the idea of a wage increase. 

Loss of pay during a strike would 
amount to about $13 a day for steelwork- 
ers, on the average. The settlement will 
not help to make up for this cash loss 
through any immediate raise in pay. 

Pensions and insurance benefits 
likely to come in the steel settlement will 
be of assistance to many steelworkers in 
the future, but only if they remain in the 
industry. There are many workers now in 
the industry who will never collect on 
these benefits because they will go to 
work elsewhere before reaching retire- 
ment age or before collecting for illness 
or disability. 

Thus, in steel as in coal, striking this 
year is costly to the worker, with no 
prospect of recouping in pay raises for the 
wages lost during the walkout. 

In other industries, the union 
leader is up against this same problem. 
His chances of winning a pay raise are 
slim in the light of the no-increase pattern 
fixed for steel by the fact-finding board. 
If the union leader calls a strike, the odds 
are against his getting more than a pen- 
sion and insurance plan. Some will try it 
despite the odds, but the general tend- 
ency will be to try for the steel pattern 
in peaceful settlements. 


FORD CO. PROVIDES 
BARGAINING PATTERN 


Ford Motor Co. is providing a pattern 
for payment of pensions and for insurance 
plans that may have a strong influence on 
collective bargaining by other companies. 
It involves an integration of the contribu- 
tory and noncontributory principles. 

Although the steel fact-finding board 
was not directly concerned with the auto 
industry, Ford was quick to put into 
practical application the board’s recom- 
mendations as a basis for settlement of 
its own labor dispute. 

As a result: 

Steelworkers Union was encouraged 
to hold out for a pension program fi- 
nanced by the steel companies. This be- 
came the main issue standing between 
peaceful settlement and a possible strike 
in that industry. 


In autos, pensions and social] insur. 
ance now become the top demands j 
bargaining with various othe: manufac. 
turers. CIO’s United Auto Workers, hoy. 
ever, are likely to meet with considergh), 
opposition in some areas. Some Varia 
tions from the Ford pattern are possibj 
The Chrysler Corp. has argued that i 
contract with UAW does not permit th 
raising of pension or insurance issues in 
the current wage-reopening period, 

Cost-of-living formula that adjus 
wages to price changes probally wil] | 
dropped from UAW’s contract with Gep. 
eral Motors Corp. next spring. UAW wil] 
want to substitute a pension and ingy. 











—Ford 


FORD'S JOHN BUGAS 
... @ one-package plan 


ance program for the formula. UAW is 
unable, under terms of its General Motors 
agreement, to force contract changes at 
this time. 

In other industries, employers will be 
under pressure to grant pensions and wel- 
fare programs along the general line used 
as the basis for a Ford settlement. Mos 
right-wing CIO unions are expected ti 
push for this type of settlement wher 
contracts permit it. In some instances, as 
in textiles, CIO unions will be unable t 
open their contracts on the issue until 
next year. A few unions, such as CIO 
and AFL clothing-industry unions. al 
ready have pension programs financed 
by employers. 

Left-wing CIO unions probably wil 
stress wage increases over retirement 
plas. The left-wingers are anxious t 
win a pay raise somewhere to use a 
propaganda against CIO’s president 
Philip Murray, who also heads the Steel 
workers. They contend that the Steel: 
workers should have held out for higher 
wages. 
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AFL policy regarding a pension settle- 
ment formula may be mixed. Some AFL 
unions will go along with this pattern; 
others will try for straight pay increases. 

Employers in general, thus, are likely 
to get more leeway in their fourth-round 
negotiations than they have had in past 
rounds, when unions varied little from the 
wage pattern. Where a firm wants to 
stop the upw ard trend of wage rates, it 
probably can insist upon a_ settlement 
that grants no pay raise but does provide 
a welfare program. If the employer ob- 
jects to the idea of pensions supported 
entirely by management, he often can 
work out a compromise short of that. 

Variations in settlement are to 
develop also, even where the same basic 
formula is applied. This is because of 
the complicated nature of pension and 
jnsurance programs, with their wide dif- 
ferences in cost. Even where two firms 
or industries set aside the same amount 
of money per man-hour for pensions, the 
schedule of payments can vary greatly. 

Two years ago Ford offered its em- 
ployes a pension plan, but the plan was 
tejected in favor of a straight wage in- 
crease. That plan was to be jointly fi- 


“nanced by company and workers. UAW 


officials at that time did not object to 
joint contributions, but, since then, the 
CIO line has shifted to the policy sup- 
ported by the steel board. The company, 
too, has changed its position. Coming up 
now with a plan that integrates social 
insurance and pensions in one package, 
the Ford Co. emphasizes that its situa- 
tion is different from that of the steel 
companies. Hence, parts of its plan are 
contributory and parts are to be alto- 
gether company financed. John S. Bugas, 
vice president, is conducting the ne- 
gotiations for Ford. 


CHICAGO PRINTERS 
LOSE ‘CLOSED SHOP’ 


The gains and losses resulting from a 
22-month strike of AFL printers on Chi- 
cago’s newspapers now can be counted. 
The printers have gone back to work, 
and both sides report they are satisfied 
with the new agreement. This is the way 
the score seems to add up: 

What the union got was consider- 
ably less than it started out to win. 

A pay raise of $10 a week was part 
of the settlement. The printers originally 
demanded a raise of $14.50 weekly. They 
could have had the $10 increase last 
March when publishers offered it. 

Union-security clauses of the new 
contract fall short of original union de- 
mands. The union is recognized as bar- 
gaining representative of the composing- 
room employes, but there is no provision 
in the new contract that all employes must 
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How to relax...and hurry! 


Beautiful diners add to your 
enjoyment of fine food 


e 
; lait” J 


Chicago— Twin Cities 
Spokane—Seattle—Tacoma 


i gine with 


2 a day each way 
Chicago— Milwaukee 
St. Paul— Minneapolis 


3 f. MIDWEST J 


Chicago— Des Moines—Omaha 
Sioux City—Sioux Falls 


L aoe , 


| Chicago— Milwaukee 
| Green Bay—Upper Michigan 


: 4 ORTH wooos J 


Serving Wisconsin River Valley 





RIDE . 
THE 


Going where you go is a great fleet of new Mil- 
waukee Road H1awatTuas that are famous for 
giving the smoothest and quietest of high speed 
rides. Sink back restfully while these Speed- 
liners race through the miles. Savor the pleas- 
ant warmth of Milwaukee Road hospitality. 
HIAWATHA equipment, the newest and finest 
on rails, includes such innovations as Skytop 
Lounge cars, radio-equipped Tip Top Tap 
cars, private-room sleepers and Luxurest 
coaches of new design. H. Sengstacken, Pass’r 
Traf. Mgr., 708 Union Station, Chicago 6. 





Pleasing informality keynotes the Tip Top Tap car 


THE MILWAUKEE 


Hiawathas are rolling 


9000 miles a day! 


Roap 
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a 
SPP Baw, join the union. The “closed shop” clause 
is dropped. In a “closed shop,” outlawed Wh 
i by the Taft-Hartley Act, all new em. 
ployes must be union members. as 
: A new hiring clause provides that 
| job applicants are to be employed with. | 
out regard to whether or not they belong ] 
to the Typographical Union. The con. plat 
tract seeks to make the experience of the for 
worker the test for employment. A voke 
printer who previously worked on a sista! 
Chicago newspaper is to be eligible. as com! 
‘ is one who can produce a union member. 
ship card or a letter from a previous em- 
ployer showing that he has had six years’ | 
experience. 
Foremen of the composing rooms are Recl 
given considerable authority in deciding teria 
| whether job applicants are experienced of L 
| enough to do the work. Foremen are of t 
| union members, and can be expected to now 
favor union printers in hiring. Publishers, purc 
| however, appear to be confident that the 
| new hiring system will not prevent non- 
| union printers from getting jobs. 
Substitute processes used by the 
| publishers in getting out their newspapers supe 
without printers during the strike will not but 
wee! 
act : 
wee. 
: of tl 
‘ 
see 
Dep 
that 
be ¢ 
on / 
Don Carlos wants the Concrete Mixer 
e 
with the inn OM iii and 
pro’ 
Here, we’d say Worthington ‘‘Blue Brute’’ concrete mixers + 
or portable air compressors or pneumatic drills. But coul 
where “Blue Brute”’ is untranslatable, they refer to the A es dete 
Worthington wings. Across the world, the Worthington ~Acm 
wings trademark—on pumps, engines, refrigeration, BACK TO WORK IN CHICAGO 
etc. (see opposite page)—signifies dependable machinery - +» after 22 months 
serving factory, farm and city to improve living standards oon Poe en Ee visic 
and lower living costs. You, too, in Saint Paul or Santa as it demanded. The union did not get ing 
Barbara, can benefit from Worthington’s 109 years of jurisdiction over the employes who took part 
manufacturing experience and its great engineering talent. the a of ao ~_— reign of 
. * . = would permit the union to use these ‘ 
Investigate “the sign of value around the world”. workers in a future strike. As it is, the und 
publishers agree not to use the substitute pec’ 
we re) ™ Tr H : ie G T oO ~ processes as long as the union does not the 
; stage a strike or slowdown. they 
The strike cost the union an estimated diti 
aN —S—— 11 million dollars in benefits paid to 
ee SS strikers, court costs and loss of dues. And 9. 
most of the terms of settlement wer cout 
THE SIGN OF VALUE AROUND THE WORLD offered by the publishers six months ago Res 
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.News-Lines — 


What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CANNOT continue to get 

priority assistance in obtaining tin 
plate, copper, aluminum or fertilizer 
for export. Commerce Department re- 
yokes the rules under which priority as- 
sistance has been provided for those 
commodities. 


* * * 


YOU CAN now buy timber on pub- 

lic lands that are under Bureau of 
Reclamation control. Secretary of In- 
terior |. A. Krug discloses that the Bureau 
of Land Management will conduct sales 
of these timber resources, which until 
now have not been available to private 
purchasers. 


* * * 


YOU CAN, as an employer, count as 

a supervisor an employe who does 
supervisory work only part of the time 
but who does that work regularly each 
week. NLRB holds that employes who 
act as supervisors during one day of each 
week are supervisors within the meaning 
of the Taft-Hartley Act. 


* * * 


YOU CANNOT expect to get Gov- 

ernment support of the 1950 flax- 
seed crop at 90 per cent of parity. U.S. 
Department of Agriculture announces 
that the support price on that crop will 
be 60 per cent of the farm parity price 
on April 1, 1950. 


* * * 


YOU CAN perhaps classify an em- 

ploye as an administrative worker, 
and thus exempt from Wage-Hour Act 
provisions, even though he customarily 
performs nonexempt work for more than 
20 per cent of his work week. A federal 
court finds that there is no rigid rule for 
determining this issue. 


* * * 


YOU CAN, after September 30, 
cease to abide by most of the pro- 
visions of the voluntary plans for allocat- 
ing steel products and pig iron. De- 
partment of Commerce, in filing notice 
of the expiration of those plans, advises 
that no additional reports need be filed 
under the plans, but consumers are ex- 
pected to use any steel or iron obtained in 
the program for the purposes for which 
they were allocated, unless changed con- 
ditions make that use undesirable. 


YOU CAN now use a standard ap- 
plication form in submitting requests 
for amendments and extensions of ex- 
port licenses. Office of International 
Trade makes available in Washington, 
and also at Commerce Department field 
offices and offices of customs collectors, 
a new form—IT-763—that is designed to 
expedite processing of such requests. 


* * * 


YOU CANNOT be required to 

switch over to a different account- 
ing method for your income if you are 
using one method with the permission 
of the Commissioner of- Internal Reve- 
nue. An appeals court holds that a con- 
tractor who used the accrual method 
with such permission cannot be required 
to use the percentage-of-completion 
method at a later time. 


* * * 


YOU CAN, as a contractor or sub- 

contractor, delay filing your report 
of profits for calendar year 1948 and 
the fiscal year ended Jan. 31, 1949. 
Bureau of Internal Revenue allows an 
extension of time until November 15 for 
filing profit reports called for by the 
Vinson Act. 


* * * 


YOU CANNOT, as an employer, re- 

fuse to bargain with a union simply 
because the union switches its affiliation 
from one labor organization to another. 
NLRB holds that a union does not lose 
its bargaining status in a plant by such 
a switch. 


* * * 


YOU CANNOT, as a corporate tax- 

payer, take as a deduction the losses 
of a partnership made up of your stock- 
holders, when that partnership was not 
acting as an agent or trustee of the 
corporation. U.S. Tax Court rules to this 
effect. 


* * * 


YOU CANNOT safely tell your em- 

ployes, just before a National Labor 
Relations Board election, that you are 
considering setting up a pension plan. 
The Board finds that such a statement 
by a plant superintendent was interfer- 
ence with the rights of the workers to 
organize and thus a violation of the 
Taft-Hartley Act. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Worip 
REporT, on written request, will refer interested readers to sources of this basic material. 
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Theres more worth 
in Worthington 


makers of a great variety of 


equipment to serve the 
people by bringing them... 


Steam condensers + steam tur- 

bines + feedwater deaerators + water 
treatment + engines * pumps » electric generators 

* motors « steam-jet ejectors + speed change gears. 


GI CVYP LLM 


<A 













Blue Brute compressors 
* air tools * pumps * mixers + pavers. 


Ze 


Worthite anti-corrosive pumps ¢ 
steam-jet ejectors + water treatment + compressors 


¢ steam turbines + motors * Multi-V-Drives + speed 
change gears. 


AON 





Steam turbines + engines + air conditioning - pumps 
* compressors * motors «+ electric generators + 
refrigeration « water treatment. 


GET IN ToUCH with our nearest 
office to learn how Worthington can 
serve you. Worthington Pump and 
Machinery Corporation, Harrison, 
New Jersey. 


WORTHINGTON 








A RIDE TO REMEMBER 


Every afternoon at 3:30 a California Zephyr in glittering 
stainless steel moves proudly out of Chicago on its journey 
to San Francisco, over the Burlington, the Denver & Rio 
Grande Western, and the Western Pacific. 

A memorable travel experience is in store for the fortunate 
passengers. Riding in Vista Dome reclining-chair cars or 
advanced-type sleeping-car accommodations, they will travel 
in luxurious comfort through some of the most magnificent 
scenery on earth—and on a schedule that lets them enjoy 
the breathtaking stretches by daylight. 

Built by The Budd Company, the entire fleet of six new 
California Zephyrs has every comfort and safety feature that 


BETHLEHEM STEEL 





modern engineering can provide. The wheels of wrought 
steel and the forged-steel axles that carry these new trains 
on their swift, smooth journeys over the Colorado Rockies, 
through the scenic marvels of California’s Feather River 
Canyor, across miles of rich farmlands, were manufactured 
by Bethlehem Steel. 

The California Zephyrs are not the first trains of this 
famous fleet to run on Bethlehem wheels and axles. The 
original Burlington Zephyrs which fifteen years ago sig- 
nalized the opening of a new era in railroad passenger 
travel, as well as other Zephyrs that followed, were also 


equipped with tried-and-proved Bethlehem wheels and axles. 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Business activity appears to have settled into a gently rising groove. The 
indication is that this trend, barring big strikes, will carry well into 1950. 
Industrial production, sparked by automobiles, is rising steadily. There 
has been recovery in textiles, apparel, most soft-goods lines. Home-appliance 
output has turned upward. Building-supply firms are stepping up production. 
Recovery since the July low point is spreading through most of industry. 
Construction industry is turning out to be one of the main props for over- 
all activity. Total building is ahead of last year. Home building took a spurt 
in August to top last year's mark. Building outlook continues to be favorable. 
Public construction is scheduled to increase next year over high 1949 levels. 
Current signs indicate that the U.S. economy is stabilizing at rather high 
levels. There's no boom now, none indicated. But no setback is threatened. 
































Biggest problem of businessmen now is how to get along with workers, how to 
make them content in their jobs, how to bargain satisfactorily with unions. 

Management experts give a lot of thought to these problems. Conclusions to 
date, often based on extensive research, come up with this advice:’ 

Don't fire ruthlessly. Fear of discharge is no way to get good work. 

Give workers all the responsibility they can handle. They are happier, work 
better, when on their own and not following highly detailed rules. 

Supervisors should supervise more, and assist less with actual work. 

Sudden changes in organization of business are not good. Workers become 
jittery. It's best to explain why changes are made before they go into effect. 

Point is made that workers produce better, have better morale, if these 
policies are followed. Efficiency in production is to get more important as 
competition increases. Above suggestions have a bearing on efficiency. 




















When it comes to bargaining with labor unions, managers have this to say: 

Industry-wide bargaining is poor policy. It separates individual firms 
from their workers, it makes too little allowance for individual situations. 

Wage increases, without compensating increases in production, are bad. The 
danger is that they will. increase unemployment by raising prices, cutting demand. 

Profit sharing is of doubtful value. In practice, profit sharing turns out 
to be a wage increase. Workers insist on the "profit bonus" in years of loss. 

Most managers have come to the conclusion that collective bargaining needs 
improvement, but they dislike Government intervention. Quite a number hold that 
a strike may be better than intervention, if the public won't be hurt. 











Pensions are another problem that managers have to face. Prevailing view 
is that retirement plans are to become fixed items in company costs. : 
Pension costs, however, need more study. First there is Social Security, 
the Government's retirement program. There's pressure to raise these payments. 
Company pensions on top of Government payments now are widely advocated. 
This poses a problem for the country. To boost old-age pensions to $100 a 
month for every person at 65 would involve heavy pay-roll taxes today. In ten 
years the cost would be higher still because of increased numbers of oldsters. 
It's a question whether the cost could be carried without oppressive taxes. 
Public-policy decision on the whole pension issue soon will be required. 
One suggestion is that employers adopt a policy of retaining older workers 














(over) 
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TREND OF AMERICAN BUSINESS--(Continued) 
and discouraging retirement. That would serve to reduce over-all pension costs, 


People are reported to be saving more money this year than last year. 

Net liquid savings of individuals for the first six months of this year are 
put at 1.7 billion dollars by the Securities and Exchange Commission. That 
compares with net savings of only 200 million dollars for the 1948 first half. 

Liquid savings include cash, bank accounts, insurance, securities. They do 
not include investments in houses or in consumers’ durable goods. 

The increase in individual savings this year probably had an influence on 
the business adjustment that occurred. People stopped spending so avidly. An 
anti-inflationary factor is seen in the savings rate by officials of Commerce 
Department, but they describe the present rate of savings as near "normal." 











The type of saving done by individuals has undergone a marked change. 

Checking accounts are being drawn down. Savings accounts in banks and in 
Savings and loan associations are rising. People don't want so much ready cash. 

Insurance and pension reserves are increasing at a Slower rate than 1948. 
Most of the slowdown is due to smaller increases in Government pension reserves. 

Security investments are attracting more savings, and the trend is toward 
State and local government bonds and corporate securities. In the April-June 
period of this year individuals bought 500 million dollars' worth of corporate 
securities--300 millions in bonds and 200 millions in stocks. 

These may be signs, still faint, that people are ready to invest more in 
business enterprises. That's a trend bankers and businessmen want to start. 




















People also are borrowing less heavily. There is a smaller increase in 
mortgage debt than last year and considerably less net debt to purchase goods. 
This trend promises to sustain consumer buying in the period ahead. With income 
holding high, savings up and debt rising more slowly, spending may increase. 


Total spending in retail stores, in fact, continues to be steady. Latest 
official figures show total retail sales on an even keel since last January. 

Automobile dealers, however, are getting most consumer dollars. Their 
sales have increased from month to month and are well above a year ago. 

All other stores have a smaller dollar sales volume than last year. Part 
of the decline in dollar volume is due to drops in prices charged for goods. 

Sales outlook is for an increase in dollar volume in the months ahead for 
most stores. Sales probably won't return to boom levels, but they will improve. 











A method of handling farm surpluses on a global basis now is suggested. 

A clearing house for commodities is proposed by the Food and Agriculture 
Organization, an agency of the United Nations. Proposal is to set up an agency 
called International Commodity Clearing House with a billion dollars to start. 

Surplus commodities could be sold to ICCH, which then would resell the 
surpluses to needy countries. Sellers would get paid in their own currency. 
Buyers would buy with their own national currencies. 

Argument is that ICCH could relieve U.S., for example, of surplus wheat, 
eggs, cotton, by buying from U.S. farmers. Then it would sell the surpluses to 
countries that need them. ICCH, in effect, would be a bridge for the dollar gap. 

The proposal is entirely new, hatched by half a dozen economists. It is 
certain to run into opposition in Congress, which shies from world agencies just 
now. But, with surpluses mounting and due to go higher, the proposal may have 
an appeal. It is strongly endorsed by the FAO staff. 














Bank loans for business purposes continue to rise. Jump was 164 million 
dollars for reporting banks in the week ended September 14. That's a sign that 
business needs money, reflecting the recent upturn in business activity. 

Trend in loans usually is up at this session, but latest jump is sharp. 
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Modern Manufacturing Plant, Tonawanda, N. Y. 
FOR SALE OR LEASE 


ERE is one of the finest plants for economical 
H mass production and assembly. This is a mod- 
ern, one-story plant, 2083’ x 317’, with 414,000 
sq. ft. on the production floor, ideal for efficient 
manufacture and rapid movement of materials. 


In addition, there is a group of special cells for 
testing engines, and there are locker rooms and 
cafeteria in the basement. A two-story office build- 
ing and several minor structures complete the list. 


The land consists of 33 acres, ample for storage, 
parking or plant expansion. Installed utilities in- 
clude water, gas, electricity, and sewerage; steam 
is furnished by outside sources. 


Transportation is excellent! A New York Central 
siding is on the property —a major highway is 


right outside—Great Lakes docking facilities are 
at Buffalo, just seven miles away. There is a plen- 
tiful supply of skilled and unskilled labor. 


Bids must be made on bid form 113, and must be. 
received before 3:00 P.M. (EST) November 10, 
1949. Write, phone or wire now for complete in- 
formation and bid form. 

BS * ok 


This advertisement is not a basis for negotiation. Any 
transfers of title will contain provisions in the interest 
of national security and will be subject to Execu- 
tive Order 9908 concerning fissionable materials. 

(NY-767) 


General Services Administration 
WAR ASSETS 
40 Wall Street, New York 5, N. Y. 
WHitehall 3-3640, Ext. 138 
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Vacation in Québec 


Come to La Province de Québec this autumn, 
enjoy the blazing beauty of Québec’s maples, 
the clear strong autumn sunshine, the long, cool 
nights. Whether you come to camp in the woods, 
or to tour picturesque historic locations of 
French-Canada, vou will be welcomed with old 
time hospitality in comfortable inns and hotels. 


LA PROVINCE DE 


uébec 


For help planning your vacation, or for information 
concerning the unsurpassed industrial opportunities in 
our province, write the Provincial Publicity Bureau, 
Parliament Buildings, Quebec City, Canada; or 48 
Rockefeller Plaza, New York City 20 
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Write for This Pree Book! | 
‘New Industry Speaks’ 


Based on the statements of in- 
dustrialists who have recently 
established plants in Santa 
Clara County. Factual and 
free—but write on your busi- 
ness letterhead. 


Dept. U, San Jose Chamber of Commerce 


San Jose, California 
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We'we Been Aslkeds 
HOW WAGE-HOUR CHANGES WORK 


Employers and white-collar workers 
are on notice that rules governing their 
hours of work and overtime pay are about 
to be changed. The Federal Government 
imposes these rules under the Fair Labor 
Standards Act, better known as _ the 
Wage-Hour law. 

In general, this law states that employ- 
ers doing an interstate business must not 
require workers to work more than 40 
hours a week, unless they pay overtime 
at a time-and-a-half rate. Exempt from 
these provisions are employes classified 
as executive, administrative or profes- 
sional. Local retail salesmen and outside 
salesmen also are exempt. 

The Wage-Hour Administrator has the 
authority to define the type of work these 
classes of workers must perform to be- 
come exempt from the 40-hour limit. He 
proposed on September 10 to change 
these definitions. That gave employers 
and others 30 days time in which to 
register protests. The prospect is that 
the new rules will be put into effect in 
November. 

It thus becomes important for em- 
ployers and workers to understand what 
the new rules will be and how they will 
be affected. 


What, in general, do the new rules 
require? 

They propose, first, that, to be exempt 

from the Wage-Hour law, employes must 

get higher salaries. They also clarify the 

definitions of executive, administrative 

and professional employes. 


How much must an executive em- 

ploye be paid to become exempt? 
Executive employes must be paid at 
least $55 a week. Present regulations put 
the minimum for executives at $30 a 
week. 


Will every $55-a-week employe be- 
come exempt as an executive? 
No. To be classed as an executive, a 
worker also must: (1) have management 
duties, (2) direct two or more employes, 
(3) have some authority to hire, fire and 
promote, and (4) exercise some discre- 

tionary powers. 


Does all of an executive's work have 
to be of an executive nature? 
Not all. The new rules say that an execu- 
tive can be employed in “nonexempt 
work” 20 per cent of his time. Thus, 
executives won't lose their exemption if 
they are required to do their own typing, 
keep their own time reports, or perform 
emergency work that usually is done by 
others. This nonexempt work, however, 


must not take up more than a fifth of the 
executive’s time. 

Also, executives can do all the nop- 
exempt work an employer requires and 
still keep exemptions if they are in 
charge of an independent establishment 
or a branch, physically separated from 
the main office. The manager of a small 
branch factory or warehouse, for ex- 
ample, could work right along with other 
employes whose work is governed by 
Wage-Hour law rules. 


Is there any other exception? 

Yes. If an executive employe is paid $100 
a week, the employer has much more 
leeway in requiring duties to be per- 
formed. The Wage-Hour Administrator 
won't ask whether $100-a-week employes 
do any nonexempt work, or whether they 
have the power to hire and fire. Al! this 
executive must do is to perform work of 
an executive nature. He also will be 
exempt if he owns 20 per cent of the 
business. 


Is any $100-a-week employe ex- 
empt? 

No. Highly paid craftsmen are not 

exempt as executives even if they earn 

$100 a week or more. This covers such 

workers as mechanics and carpenters. 


Does the pay have to be on a weekly 
basis? 

No. Minimum pay must be at the rate of 

$55 a week. An executive may be exempt 

if he gets $238.33 a month or more, or 

$119.17 semimonthly. 


How about administrative employes? 
Salary test for administrative employes is 
a $75-a-week rate as a minimum. They 
can be paid $325 a month, or $162.50 
semimonthly. 


What are administrative duties? 
In addition to the salary minimum, to 
qualify as an administrative worker an 
employe’s primary duty must consist of 
office or nonmanual field work related 
directly to management policies or gen- 
eral business operations. Also, an admin- 
istrative employe must: (1) be required 
to exercise discretion and independent 
judgments, (2) regularly assist the pro- 
prietor or an executive or another ad- 
ministrator, or (3) perform work only 
under general supervision or on special 
assignments. An administrative worker 
cannot be occupied on nonexempt duties 
more than 20 per cent of his time. 

The definition applies to credit man- 
agers, office managers, tax experts, claim 
adjusters. An auditor probably would be 
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exempt, but not a bookkeeper, under 
ihis definition of administrative employe. 


What about the $100-a-week ad- 
ministrator? 
4 $100-a-week salary eases the exemp- 
ion for an administrative employe, but 
not to the extent that it does for an ex- 
ecutive. An administrator paid $100 a 
week still must (1) perform office or 
nonmanual field work directly related to 
management, and (2) be required to 
exercise discretion and independent judg- 


ment. 


What is a professional employe? 

A professional employe is defined under 
standards similar to those that apply to 
administrative employes. To qualify, a 
professional employe first must do work 
requiring advanced knowledge in a field 
of science or learning or must do “orig- 
inal and creative work in an artistic 
field.” 

A professional employe’s work also 
must require “the consistent exercise of 
discretion and judgment” and be of such 
a character that the output cannot be 
standardized or performed in a stipulated 
period of time. Further, professional em- 
ployes’ work must be predominantly in- 
tellectual and varied, as contrasted to 
routine work. 

Lawyers and doctors employed on a 
salary or fee basis obviously qualify for 
exemption as professional employes. So, 
probably, do engineers, research direc- 
tors, creative illustrators. 


What are salary requirements for 

professional workers? 
The same as for administrative employes 
-they must earn at least $75 a week. If 
earnings are $100 a week and duties re- 
quire either artistic endeavor or ad- 
vanced knowledge, professional workers 
are exempt. At the $100-a-week level, 
the Wage-Hour Administrator won’t in- 
quire into the nature of a professional's 
output or whether his work can be stand- 
ardized. 


How about salesmen? 

There is no basic change in required 
duties of exempt retail salesmen. They 
must continue to be employed primarily 
in intrastate commerce. There are no 
salary minimums or work-week limits. 
Outside salesmen also are exempt if their 
selling is done away from the employer's 
regular place of business. Outside sales- 
men may sell either goods or services. 


How many workers are to be affected 
by the new rules? 

Some 2.5 million workers are covered by 
rules governing white-collar exemptions. 
Wage-Hour officials say they don't ex- 
pect the number of exempt workers to 
change “materially.” However, in some 
firms changes are expected to be fairly 
widespread. 
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Whatever Your Packaging Problem May Be— 


Gaylord Should Be Consulted 


Gaylord’s Engineering and Research men have come up with solu- 
tions to packaging problems that few people realized could be 
accomplished with corrugated boxes. 

Ingenious designs affording ample protection have not only solved 
many manufacturers’ packaging problems but have saved them 
money, too! 

So, regardless of the nature of your product, call a Gaylord Sales 
Office. The Gaylord representative will make available to you the 
services of Gaylord’s Engineering and Research. 


@ CORRUGATED AND SOLID FIBRE BOXES 
@ FOLDING CARTONS 

@ KRAFT GROCERY BAGS AND SACKS 
@ KRAFT PAPER AND SPECIALTIES 


GAYLORD CONTAINER CORPORATION 
General Offices: SAINT LOUIS 


New York « Chicago « San Francisco « Atlanta « New Orleans « Jersey City 
Seattle « Indianapolis « Houston « Los Angeles « Oakland « Minneapolis 
Detroit « Jacksonville « Columbus « Fort Worth « Tampa « Cincinnati 
Dallas « Des Moines « Oklahoma City « Greenville « Portland « St. Louis 
San Antonio « Memphis « KansasCity «+ Bogalusa « Milwaukee 
Chattanooga « Weslaco « New Haven « Appleton « Hickory « Greensboro 
Sumter ¢« Jackson « Miami e Omaha « Mobile « Philadelphia 
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New line-up of currency values 
opens the way for big changes 
in world trade. Relaxing of con- 
trols comes a bit nearer. 

Devaluations mean the U. S. 
dollar is the standard of money 
values. It will stay put, worth 
$35 per ounce of gold. 

Other countries are trying to 
get in step with the dollar, mov- 
ing toward free exchange of cur- 
rencies. But that isn’t here yet by 
a long sight. 


A whole new set of currency values 
applies in much of the world at this 
time. Changes in value vary, country 
by country. In some nations where 
changes have not been made, they will 
be made later. 

The U.S. dollar remains the standard 
of value in the world. That dollar, for 
purposes of world business, is worth $35 
to the ounce of gold, and is to continue 
at that value. What is happening is that 
other nations are grouping their cur- 
rencies around the dollar on a new basis. 

Changes in values of currencies, as 
they relate to the American dollar, are 
shown in the table on this page. 

The British pound, which set the 
pace for this newest round of devalua- 
tions, is worth $2.80 at the new rate. It 
was marked down from $4.03, and car- 
ried with it all the currencies in the 
sterling area except the rupee of Pakistan. 
At $2.80, the pound is cheaper in relation 
to the dollar than ever before. As re- 
cently as 1938, it took $5.01 to buy a 
pound. Before World War I, the stand- 
ard rate was $4.87. After World War II, 
Britain tried desperately to hold sterling 
at the wartime rate of $4.03, but finally 
had to give up. 

The 30.5 per cent cut in the pound’s 
value was more drastic than almost any- 
one expected. Sir Stafford Cripps, Brit- 
ain’s Chancellor of the Exchequer, de- 
cided the new rate had to be low enough 
to wipe out the sterling black market. He 
also was determined to avoid the possi- 
bility of rumors that the pound might be 
cut again. Devaluation rumors have been 
one of the British Government’s worst 
headaches since the war. 
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CHEAPER MONEYS: EASIER TRADE 








World Strikes Blow Against Stifling Controls 


The Canadian dollar today is worth, 
at official rates, 90.9 cents in U.S. money. 
At that rate, it is back to the level of 
1946. Since then, the Canadian dollar 
has had an official rate of 100 cents to 
the U.S. dollar. Actually, Canada’s dol- 
lar has been selling on the free market 
at a discount of 5 to 10 cents. Douglas 
Abbott, the Canadian Minister of Fi- 
nance, had hoped to hold the official rate 
at parity with the U.S. dollar, even 
though Britain devalued. However, the 
big cut in the pound persuaded the Cana- 
dian Cabinet that the country’s trade 
position would be in danger without 
some devaluation. Some Cabinet mem- 
bers thought the rate should be dropped 
to around 85 cents. 

The French franc, which already had 
shrunk nearly away, was cut again, but 
not to the same extent as the British 
pound. What the French Government 
did was to cut the franc loose to seek its 
own level with other currencies. Official 
hope is that it will level out 
at 350 francs to the dollar, or 
.28 of one U.S. cent. It had 
been selling on the free mar- 
ket at a little over .3 of a 
cent. Idea is to give the 
franc a single value once 
more. It had been quoted at 
different values for different 
purposes. Exporters to U.S., 
Switzerland and Portugal had 
enjoyed preferential rates. 
The official rate of 214 francs 
to the dollar had fallen into 
disuse. 

The French, showing prog- 
ress in their recovery drive, 
devalued grudgingly. The 
Government took the big 
pound cut as an invitation to 
a price war in sales of many 
kinds of goods. For their own 
protection, France is suggest- 
ing closer financial ties with 


British pound 
French franc 
Canadian dollar 
Belgian franc 
Netherlands guilder 
Swedish krona 
Norwegian krone 
Danish krone 
Finnish finnmark 
Luxembourg franc 


Australian pound 
Irish pound 

South African pound 
Indian rupee .30 21 


The Belgian franc followed the pro- 
cession with a 10 per cent devaluation, 
Belgium has one of the soundest cur. 
rencies in the world, but is troubled by 
high prices that make it difficult to sel] 
abroad. The Cabinet feared that, without 
a markdown in the franc, the Belgians 
would be faced with smaller markets 
abroad and new competition from cheap 
foreign goods at home. 

The Scandinavian currencies were 
quick to join the British in a 30 per cent 
devaluation. They had been having price 
troubles, and were only waiting for Brit. 
ain to take the lead. Sweden, having 
raised the krona’s value in 1946, ran into 
trouble selling her pulp. Now the krona 
is 3.5 cents below the rate that applied 
before the 1946 change. 

And so it went, country after country. 
Greece, which already had seen the 
drachma lose nearly all its value, cut the 
rate from 10,000 to 15,000 per U.S. 
dollar. The Netherlands reduced the 


HOW CURRENCIES CHANGED 


Old Rate New Rate 
(in U.S. dollars) 
$4.03 $2.80 
.003* .0028 
1.00 .909 
.0228 .02 
377 .263 
.278 .193 
.20 14 
.208 .145 
.0063 .0043 
.0228 .02 
Portuguese escudo .04 .034 
3.22 2.24 
4.03 2.80 
4.03 2.80 


other continental countries. Egyptian pound 4.133 2.871 
The franc has had a rough Greek drachma .0001 000067 

time of it over the years, and New Zealand pound 4.03 2.80 
the French people shrink ihe Mek 153 106 
from the idea of further dras- = 08 Te . : 

tic cuts in their money’s Israeli pound 4.03 2.80 
value. Before World War I, Burmese rupee .30 21 
the standard value of the Ceylon rupee .30 a} 
franc was around 19 cents. Malayan dollar 467 325 
Today, after the latest rela- ben dt 4.03 280 
tively mild devaluation, it is er : : 

*Free rate. 


worth less than three tenths 
of a cent. 
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guilder from 37.7 cents to 26.3 cents. 
Portugal, whose escudo had been solid 
yntil some troubles started showing up 
jast year, cut from 4 cents to 3.4 cents. 
Within a few days, most of the currencies 
of Europe, and many in other areas, had 
been devalued. 

Countries that did not devalue im- 
mediately adjusted their currencies to the 
new rates adopted by other nations. The 
Russians, for example, cut the ruble 30 
per cent in relation to the British pound. 
Otherwise, the pound price of grain to be 
supplied to Britain under a new deal with 
Russia would rise sharply. The Russian 
Government manipulates the value of 
money for its own purposes behind the 
Iron Curtain, but the ruble actually is 
not of much importance in world trade. 

Other countries are likely to fall in 
step on devaluation as time goes on. 

It appears to be only a matter of time 
until nearly all the remainder of the 
European countries will have to devalue 
to protect their world markets. 

South American countries, too, are hav- 
ing to consider devaluation. Nations that 
produce raw materials for sale abroad 
fear strong new competition from coun- 
tries in the sterling area, which now may 
be able to undersell them. Governments 
in several South American countries are 
reported to be discussing an early cut in 
their currencies. 

Japan is trying to hold the yen at the 
current rate, but chances are strong that 
it will be cut later. Government officials 
admit that the Japanese export trade, 
struggling to get started again, will suffer 
unless the yen is devalued. 

Markdown of currencies on the 
scale now in progress holds long-range 
importance in world trade, because it rep- 
resents the beginning of a shift toward 
the orthodox way of dealing with ex- 
change problems. 

In prewar Germany, Hitler’s way was 
to use currencies to his own ends by a 
system of rigid controls, without any 
fixed rate of exchange. Russia has tried 
somewhat the same system. Britain’s 
Labor Government resisted devaluation 
for a long time, seeking instead to solve 
the nation’s problems by putting trade 
under more and more controls. 

Devaluation points toward a new way 
out. Britain marked her pound sterling 
down to about what the free markets 
had shown it to be worth in relation to 
the U.S. dollar. Other nations, to keep 
themselves in a competitive position, ad- 
justed their currencies accordingly. 

Once the major trading currencies 
abroad find their proper relationship to 
the dollar and to one another, the world 
will be in position to start relaxing the 
trade controls that have grown up in re- 
cent years. Then the time will come to 
promote the long-range objective adopted 
by Bretton Woods conferees in 1944— 
free exchange of the world’s currencies, 
one for another. 
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The monetary fund, set up at Bret- 
ton Woods to handle this job, already is 
coming into new importance as member 
nations devalue their currencies. The 
Fund had urged devaluation as one of the 
early steps looking toward orderly trade. 
Now that nations have started devaluing, 
the Fund acts as arbiter. Major changes 
in the 48 member currencies can be made 
only with the Fund’s consent. Member 
nations are pledged to that. 

The fund is expected to step in with 
dollar credits when necessary to prop up 
devalued currencies. A pool of the mem- 
ber nations’ currencies is maintained by 
the Fund for that purpose. Member 
countries are supposed to be able to draw 
on that pool when they run into “tem- 
porary” shortages of other currencies. 

Recently, however, the Fund has vir- 
tually shut off any aid to European coun- 
tries. These countries were told that 
their dollar shortages were chronic, not 























—Burck in Chicago Sun-Times 


‘PUTTING iT ON THE LINE’ 


temporary, and that they should rely on 
the Marshall Plan. 

Now that European members are de- 
valuing as a means of overcoming chronic 
troubles, the Fund probably will relax its 
stop order on credit to Europe. 

If so, the agency will get a powerful 
new weapon to use in enforcing its drive 
for freer trading among nations. It is 


empowered to withdraw the right of any | 


offending country to draw on the cur- 
rency pool. That weapon is ineffective 
now, because drawing rights of Marshall 
Plan countries, so far as dollars are con- 
cerned, have been suspended anyway. 

The Fund is expected to go to all 


lengths to keep the current round of de- | 


valuations from degenerating into a cur- 
rency war. In previous periods when com- 
petitive depreciation of currencies broke 
out around the world, there was no such 
international agency with power to act. 
A long road lies ahead before goods 
and money can be exchanged freely from 
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/t pays to 
do business 
in New Vork 


State! 


There’s a rich consumer market 
awaiting you inthe Empire State. 
The income and savings of New 
York State 
highest in the United States. 
Write for more facts to: N. Y. 
State Dept. of Commerce, Room 
223, 112 State St., Albany 7, 
New York. 


residents are the 








PACIFIC GAS AND ELECTRIC CO, 


DIVIDEND NOTICE 
Common Stock Dividend No. 135 
The Board of Directors on S { 


1949, 





Sent 
declared a cash divi 
third quarter of the year « 
per share upon the Comp 

n Capital Stock. This di 














se of business on Sept. 3 


cl I ’ . ) 
The Transfer Books will not be closed 
E. J. 


San Francisco, California 


Becxett, Treasurer 














Does Insurance Compensate? 


Insurance against FIRE pays 
only for loss of physical prop- 
erty...NOT for lost production, 
cancelled contracts, lost business 
or HUMAN LIVES. 

GLOBE Automatic Sprinklers 
curb ALL losses due to FIRE. 


GLOBE AUTOMATIC SPRINKLER CO. 
NEW YORK... CHICAGO... PHILADELPHIA 
Offices in nearly all principal cities 


THEY PAY FOR THEMSELVES 
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READ 
DEEPLY! 


Get to the heart of one 


situation at a time... with 


“Reporter 


Calm, sane appraisal 1s difficult 

under the needling of excited 

headlines. Statistical analyses often 

give you only the cold surface. The one- 

theme-at-a-time technique of The Reporter. 

takes you to the heart of a situation, so 

you see both clearly and deeply. Able 

contributors here and abroad round out a fortnightly stock-taking. You face 
the day’s news with less anxiety when you have insight and 

understanding of people and their problems. 











October 11th issue now on newsstands 


Theme: “THE NEW GERMANY” 


D¢ 


$5.00 per year, $8.00 for two years. Simply send your name and address to 
The Reporter, 220 East 42nd Street, New York 17, N. Y. — we will bill you later. 





Shipping service 
designed for your 
export-import 
needs 


Lyhes. Lines. 





a —— 





between U. S. 
Ports and the Globe 
Lykes six world trade routes provide fast 
ocean transportation—at frequent, 

regular intervals—to all principal overseas 
trading areas for exports and imports of 
Mid-Continent and Southern States. 

Your shipments routed via LYKES LINES 
will receive prompt, careful handling, 


the result of generations of ocean 
shipping experience. 





American Flag Trade Routes 


Lykes Bros. Steamship Co., inc. 
Offices at: NEW ORLEANS, HOUSTON, 
GALVESTON, NEW YORK, Beaumont, Chicago, 
Corpus Christi, Dallas, Gulfport, Kansas City, 
Lake Charles, Memphis, Mil kee, Mobile, 
Port Arthur, St. Louis, Tampa, Washington, D. C. 

IN PRINCIPAL WORLD PORTS 


e@ U.K. LINE For world travelers: Modern, comfortable 
passenger accommodations on Lykes Cargo 

© CONTINENT LINE Liners. For freight, passenger or trade 

@ MEDITERRANEAN LINE development information, address: 
Lykes Bros. Steamship Co., Inc., 

@ AFRICA LINE Dept. E, New Orleans, La. 

@ ORIENT LINE 

& 


CARIBBEAN LINE 





OFFICES AND AGENTS 
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Finance Week 
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country to country. Nations suffering from 
a shortage of dollars are not likely to re. 
move controls until they are sure they 
can earn their own way. Dollar problems 
are not to be solved overnight by devalua. 
tion. However, now that currencies are 
being marked down, the first step toward 
normal trade has been taken. That is the 
long-range importance of devaluations 
now in progress. 








> Tax collections took a sudden spurt 
when September 15 payments by cor- 
porations and individuals started coming 
in. Treasury receipts in the first 12 weeks 
of the fiscal year 1950 ran a bit above 
the same period of fiscal 1949. Individual 
income taxes withheld by employers are 
running ahead of last year. So are cor- 














~Henderson in Providence Journal : 


‘SALT ON ITS TAIL’ 


porate taxes, which reflect record earm- 
ings in calendar 1948. 

Even so, the Treasury shows a deficit 
to date of more than 2 billion dollars, 
three times what it was a year ago. That 
is because Government spending is far 
higher than last year. It still appears the 
Government will wind up this fiscal year 
with a big deficit. 


> Investment study is now getting 
under way in Congress. In a series of 
public hearings, the Joint Economic 
Committee, headed by Senator Joseph C. 
O‘Mahoney (Dem.), of Wyoming, will 
seek answers to two questions: (1) How 
can investment of capital in private 
enterprise be stimulated? (2) What 
should the Federal Government do to 
promote the flow of private capital? 
Mr. O’Mahoney intends to have the 
study cover the whole broad field of 
investment problems. 
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>> World trade comes closer to a prewar basis as a result of devaluations. 
Price becomes more important than currency controls in many areas. 
Fictitious values of many currencies are wiped out or cut down to size. 
Devaluations have a double-barrelled effect. They make it easier to export 

to the U.S., if prices can be held down. But they also are to bolster trade 

among the devaluing countries. It's a question of where the exports go. 
Governments want to see dollars earned. Exporters follow the line of least 











resistance, will sell where it's easiest and where prices dictate. 
Don't count too much, thus, on devaluations solving the dollaf shortage. 
More likely, trade links outside North America will be strengthened. What- 
ever can be bought without dollars has new attraction on a price basis. That's 
aside from what can be bought with Marshall Plan dollars or other U.S. aid. 








>> Bargain hunters in world trade now have to look outside the U.S. or Canada. 

Before devaluation, export prices of British manufactures were 20 to 25 per 
cent above those of comparable U.S. goods, on average. 

Now, the British average is a little below the American. 

Other devaluations are intended to have a similar effect. 

Result is that the devaluing countries are going to do a lot more trading 
among themselves and in other cheap markets. It's to their price advantage. 

Of course, gifts of American goods under the Marshall Plan will still be 
gratefully received. But it's realized that Marshall Plan aid is to taper off. 
Devaluations give a big boost to seeking alternative sources of supply. 

True, export prices in these countries will rise where labor or material 
costs increase. But dollar shortages still put their goods in a preferred spot. 











>> So it still may be easier for devaluing countries to sell outside the U.S. 

Directing more exports into U.S. markets may be difficult. Particularly is 
this true in Britain and France. In both countries, exporters have long tradi- 
tions of trading with neighbors and with their empires. 

Bread-and-butter exports of Western European countries have never been to 
the U.S. Devaluation and even urgings of their governments are not likely to 
change that fact. Luxuries, more of them, will flow to the American market. 

But the essentials still have to find markets elsewhere. 








>> Devaluations will give impetus to buying outside North America..... 
East-West trade in Europe now should develop further, if political consid- 
erations don't interfere. Russian and Balkan grains, Polish dairy products and 
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BUSINESS AROUND THE WORLD--(Continued) 


coal, Czech sugar and machinery, Central European timber, all will be sought 
more vigorously by Western Europe, as buying in North America declines. 

Most of these deals will continue to be barter arrangements. Britain, with 
her big deals with Russia, Poland, Yugoslavia and Czechoslovakia, is leading the 
way. But almost every other country in Western Europe is also looking eastward 


to save dollar expenditures. 


>> Forces also are at work to build up trade within Western Europe, as deval- 
uations make American and Canadian goods more expenSive...e.e. 

France, with ECA blessing, is taking the lead in this move. 

French import quotas on a number of products bought from neighbors are 
being eliminated. The French, with exportable surpluses, hope that other coun- 
tries will do likewise. In fact, a concerted drive in that direction may be 
started, now that currencies are being realigned. Italy, Belgium, the Nether- 
lands, perhaps other countries on the Continent would be involved. 





>> Belgium now becomes a more attractive market for her neighborsS..eeee 

Belgium franc is devalued much less than other European currencies. 

That means British, French, other European goods will be cheaper in Bel- 
gium than before. By the same token, Belgian goods will be more expensive for 
neighbors to buy. Result should be a decline in Belgium's export surplus. 

If Belgian exports fall too far, further devaluation may be necessary. 





>> Trade between Latin America and Europe also is to pick up..... 

Latin-American countries, as they devalue, will want to buy more in Western 
Europe, less in the more expensive U.S. market. 

Argentina, for example, should be able to step up her exports of grains, 
meats, oils, hides and wool to Europe, if prices are allowed free play. 

Chile, Peru, Mexico will find European buyers more interested in their 
metals. In each case, though, sales to the U.S. will take precedence. It's 
Still better to earn dollars than any other currency. 

Brazil, not devaluing now, may find it harder to sell coffee and cotton in 
Europe. Brazilian prices will be high for Europeans. But prices on European 
goods now will be considerably lower in Brazil. 

Similarly, Venezuela, Cuba and Central America will be able to buy European 
goods for less. Long and short of it is that European exporters will be gunning 
for sales in Latin-American countries that don't devalue, and European buyers 
will want to buy more from "devalued" countries in that area. 











>> Colonial countries could do very well under devaluation. 

Raw materials produced by these countries are cheaper in terms of dollars. 
U.S. buying of products such as rubber, cocoa, sisal already is up. But sus- 
tained demand at higher levels is what these producers hope for. 

Meanwhile, Western European countries will try to buy more in colonial 
areas at the expense of dollar areas. Britain, for instance, would like to buy 
more dairy products in New Zealand, fewer in Canada. African coffee and cocoa 
will get the call over Brazilian and Central American, whenever possible. 

Colonial countries will find Europe a cheaper place to buy than the U.S. 

In fact, except in Marshall Plan countries, the U. S. exporter looks like 
the forgotten man in this period of tumbling currencies and prices. 
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Business activity is holding its recent 
gains despite world-wide devalua- 
tion of nondollar currencies and a 
weakening in business spending for 
plant and equipment. 

Steel operations were scheduled at 
86.2 per cent of capacity in the week 
ended September 24, compared with 
a revised rate of 86.6 the previous 
W eek. 

Factory output held at 178.5 on the 
indicator below in the week ended 
September 17. 

Carloadings of manufactured goods, 
however, have averaged about 14 
per cent below a year ago in the last 
two weeks, the same as in July. 

Prices have slipped a bit under the 
impact of recent currency devalua- 
tion. 

Imported raw materials declined 
moderately. Declines included cocoa 
beans, obtained chiefly from British 
West Africa; burlap, from India; 
rubber, from British Malaya; wool, 
from Australia. 

Domestic agricultural products were 
down a bit. Losses included cotton, 
corn, wheat, and fats and oils. 

Industrial-goods prices, shown in 
the top chart, failed to rise after 
gaining in the two previous weeks. 














Opposing forces recently have 
tended to stabilize the average 


level. Union demands, shifting from 
wages to pensions and other social- 
security benefits, are holding off 
price reductions that might other- 
wise come as productivity rises. Cur- 
rency devaluation may now tempt 
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some companies to cut prices to 
maintain exports or protect them- 
selves against imports. 

Currency devaluations, however, 
are not likely to have any immediate 
effect upon the business level. 

Exports, at a rate of 10.8 billion dol- 
lars per year in July, had already 
fallen 3 billion dollars per year since 
February. Though important to 
some industries, exports take only 9 
per cent of United States produc- 
tion of exportable goods. Thev ab- 
sorb 25 per cent of machine-tool 
output, 20 per cent of tractors, 15 
per cent of trucks and 9 per cent of 
cotton cloth. 




































Imports, at a rate of 5.5 billion dollars 
per year in July, could rise 2 billion 
dollars per year and still be no larger 
than in February. Total imports are 
small compared with U. S. consump- 
tion. Share of the U. S. market held 
by other countries is largest in raw 
materials such as nonferrous metals, 
rubber and jute. 

Planned expenditures for plant and 
equipment for the fourth quarter are 
down to a rate of 17 billion dollars 
per year, 7 per cent below the third 
quarter, 21 per cent below actual ex- 
penditures in the fourth quarter of 
1948. Details follow, in rates per 


year: 
Per Cent 
Change from 
1949 4th 3rd qtr., 4th qtr., 
qtr. 1949 1948 
Total $17.0 —7% —21% 
Manufacturing 65 —$ —30 
Commercial & misc. 4.9 —5 —14 
Elec. & gas util. 3.3 +2 — 2 
Railroads ll —I18 —32 
Other transp. oO —7 —24 
Mining oY i —6 —23 


Actual expenditures for the fourth 
quarter are not expected to decline 
as much as reported. Plans this year 
were reported in July, when busi- 
ness was at a low point and large 
cash increases were threat- 
ened. 

A relatively high rate of business 
spending for these purposes, how- 
ever,. is likely to continue, despite 
completion of many postwar pro- 
grams of expansion and moderniza- 
tion. Such spending will be a major 
support to business activity. 
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Mr. Snyder: No. 1 Policy Man... New Cut Planned 
For Navy’s Aviation . . . Franco-Stalin Trade Pact 


Secret of Russia’s A-bomb possession 
was held up by the White House till 
after Congress had approved arms aid 
for Western Europe. Fear was that 
earlier announcement would start a 
whole new line of argument and delay 
approval. 


Rick ss 


President Truman outsmarted Rus- 
sia’s Joseph Stalin with his announce- 
ment that Russia had succeeded in 
staging an atomic explosion. The Rus- 
sians were all set to explode that news 
themselves in a big propaganda blast 
in the United Nations Assembly when 
Mr. Truman stole their thunder. 


xk kk 


Inside betting of top U.S. officials is 
that the Labor Government in Brit- 
ain will squeak through in a general 
election and will get a new five-year 


lease on life. Right wing, not the left 
wing, of the Labor Party is expected 
to continue in the saddle. 


x**k 


Sir Stafford Cripps, Britain’s eco- 
nomic planner, was prepared to de- 
lay a cut in the value of British 
money if the U.S. Congress had not 
acted to renew power of the Presi- 
dent to make further cuts in U.S. 
tariffs. Approval by Congress of ex- 
tension of the Trade Agreements Act 
was the signal for devaluation. 


Ride ok 


Russia’s Joseph Stalin cut the value 
of the Russian ruble by 30 per cent 
as a gesture to indicate that Russia 
still is interested in contacts with the 
outside world. Actually, money means 
little in that country’s transactions 
with other countries because trade is 
rigidly controlled. 


xk kk 


John Snyder, U.S. Treasury Secre- 
tary, is entrenched with Mr. Truman 
as the No. 1 shaper of U.S. foreign 
policy in the economic field. Mr. 
Snyder worked out the deals with 
Britain and is representing the White 
House in contacts with Congress on 
issues of economic policy abroad. 


Mr. Snyder and other high officials 
are working with the British on 
prospective policy changes that some- 
day will permit trade in the West- 
ern world to flow on an uncontrolled 
basis, with one currency freely con- 
vertible into another at a_ fixed 
rate. At present, export and im- 
port controls and controls over the 
use of money continue to be widely 
applied. 


xk kk 


Dean Acheson, Secretary of State, 
finds that the influence of his De- 
partment on matters of broad policy 
is becoming more and more limited. 
Foreign policy as it relates to Russia 
is dominated by Louis Johnson and 
the military services, not by the dip- 
lomats. Economic policy is set by the 
Treasury, not the diplomats. 


ek of 


Judge Sherman Minton, President 
Truman’s choice for a Supreme 
Court justiceship, is in far from 
robust health and finds it necessary 
to avoid overwork of the kind that 
sometimes goes with a job on the 
Supreme Court. 


x *k * 


Senator Styles Bridges, of New 
Hampshire, unwittingly touched off 
the strike in coal by voting with 
John L. Lewis to end payments from 
the miners’ welfare fund. Senator 
Bridges has been drawing $35,000 a 
year as one of three trustees of the 
fund and has been voting with Mr. 
Lewis on most issues. 


x * * 


Ohio Democrats are having difficulty 
inducing any party member with a 
record for vote getting to seek the 
party nomination and then to oppose 
Senator Robert Taft in the 1950 elec- 
tion. Promises of big-money support 
from labor unions for the Democrat 
is reported to be hurting rather than 
helping in the hunt. 


zc hot 


Air Force wants to start experiment- 
ing with planes.to land on water as 


well as on land as a prelude to the 
time when it makes a bid for greater 
control. Air Force, as a goal, aims at 
control of all military aviation, land 
or water based. 


xk & 


Louis Johnson, Defense Secretary, is 
about satisfied that he has the milj- 
tary services subject to enough gags 
on public expression to begin a major 
operation on their next year’s budg. 
ets. The Navy is to lose the biggest 
slice of money, with emphasis on 
cuts in its aviation activities. 


x kk 


“Golf specials” still are being flown 
by the Air Force to carry high of- 
ficials to their week-end golf dates in 
various parts of the country. This 
service costs taxpayers at least $130 
an hour. 


xk *® * 


Key man for the United States in 
the business of arming the Atlantic 
Pact is expected to be Maj. Gen. 
L. L. Lemnitzer, who helped draft 
the program of-U.S. arms aid for 
Europe. General Lemnitzer, if present 
plans go through, will represent the 
United States on a new standing com- 
mittee that is to run the Pact ma- 
chinery. 


xk kek 


United States, British and French 
diplomats and military men _ have 
organized the new machinery for 
the Atlantic Pact in such a way 
that it’s almost completely under the 
control of the Big Three. One of 
the three is a member of each of 
the five regional defense councils 
soon to be established. 


oO  & 


Generalissimo Franco, of Spain, 
though strongly anti-Communist, has 
arranged a secret trade deal with So- 
viet Russia. Russia gets textiles and 
wolfram. Spain gets wheat and cotton 
she has tried to get from the U.S. The 
deal, which has been kept very dark, 
was arranged through an Egyptian 
firm. 
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Your oil burner is equipped with many devices to make it safe but, like your automobile, 


it requires servicing from time to time. Dirty electrodes cause delayed spark and incomplete 


combustion. This may result in serious smoke damage to your home or even in a costly fire. 


Play safe. Have your oil burner completely checked before the heating season starts. 


This advertisement is published as a public service and to save lives and property. 
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AETNA INSURANCE GROUP 


AETNA INSURANCE COMPANY « THE WORLD FIRE AND MARINE INSURANCE CO. 
PIEDMONT FIRE INSURANCE CO. ° STANDARD INSURANCE CO. OF N. Y. 
THE CENTURY INDEMNITY COMPANY 
HARTFORD, CONNECTICUT 
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FOUNDED IN 1819, the Aetna 


Insurance Company takes its name 
from the famous volcano, which 
“though surrounded by flame and 
smokeis itself never consumed.” From 
that day to this—through wars, con- 
flagrations and depressions—no 
policyholder has ever suffered loss 
because of failure of an Aetna Com- 
pany to meet its obligations. 





Let’s get down to earth... 


IMAGINE stealing three billion tons of earth every year! 
That’s what soil erosion has been doing. And this gigantic 
theft has cost farmers billions of dollars. For good earth is 
not dirt cheap. 

“Stop erosion!” has become the farmers’ war cry. Agri- 
cultural agencies have joined the farmers. Together, they 
have turned to the farm machinery makers. They’ve asked 
for bigger and better bulldozers, tractors, graders for neces- 
sary ditching and terracing. But to build this super farm 
machinery takes tougher steel, new alloys. 

Here is where UCC enters the allied offensive against 
erosion. Drawing on its vast engineering experience, UCC 
contributes modern metallurgical techniques and alloys. 
This co-operation with steel manufacturers helps the farm 
machinery makers . . . who then are able to give the farmers 
the equipment they need. 


How is the “war” going? The farmers are winning. Dust 


——  ——————  Trade-markeed Products of Divisions and Units include 


ELECTROMET Alloys and Metals + 
LINDE Oxygen * PREST-O-LITE Acetylene * 


PRESTONE and TREK Anti Freezes * NATIONAL Carbons 


BAKELITE, KRENE, VINYON, and VINYLITE Piastics « 
PYROFAX Gas °* 


bowls are vanishing. Sterile lands show signs of life. Yes, the 
farmers are winning their fight against soil erosion with a 
combination of new equipment, revegetation and crop 
rotation. 

Union Carbide is proud of its part in this effort. And the 
people of UCC stand ready to help solve other problems... 
wherever better materials and processes are needed. 


FREE: You are invited to send for the new illus- 
trated booklet, ‘Products and Processes,” which 
shows how science and industry use UCC’s 
Allovs, Chemicals, Carbons, Gases and Plastics. 
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HAYNES STELLITE Alloys 
SYNTHETIC ORGANIC CHEMICALS 


EVEREADY Flashlights and Batteries * ACHESON Electrodes 





